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A Banker’s Diary 


EXCITEMENTS crowd thick and fast upon the gilt-edged market in these days. 
A mere month ago—less than that as we write—the talk of the town was the 
Chancellor’s irredeemable 2} per cent. tap loan, which seemed 
Gilt-Edged certain to be the dominant influence upon gilt-edged at least 
—by Rail until the redemption of Local Loans early in the New Year. 
3ut now, though its influence beneath the surface is still 
strong, it is wholly overshadowed by the impending nationalization of inland 
transport, the financial terms for which were announced on November 18. 
Until then, the Stock Exchange had been coping arduously with the reluctance 
of holders of Locals to accept the proffered Treasury alternative—or, rather, 
with their resultant rush, in which many others joined, to secure dated gilt- 
edged or any other investment stocks which may offer protection against 
capital depreciation in the event of a rise in interest rates. Now it is coping 
even more feverishly with the still greater, but otherwise comparable, reluc- 
tance on the part of rail stockholders. They are frantically seeking any 
reasonably-secured investments offering yields more nearly approaching those 
to which they have been accustomed than the exiguous income most of them 
would get by accepting the Treasury-guaranteed compensation stock. 
The first movement inevitably set the current flowing in the Chancellor’s 
direction ; not, indeed, by promoting sales of the tap loan—for these have 
been unimpressive, a mere {81.3 millions in the first three weeks, in contrast 
with well over {200 millions in the comparable period for the previous tap— 
but simply by forcing the whole yield structure to the basis implied by the 
tap terms. Indeed, the prices for dated stocks involve a substantial sacrifice 
of interest income compared with the income yield on the irredeemable stock, 
for which an opening premium was being predicted when the tap is turned 
off. But the second movement, though it is forcing the yield structure towards 
alignment with the new gilt-edged basis and thus may eventually buttress 
it, has set the currents swirling around but not into gilt-edged, and has even 
started some minor outward movements. The flight from rail stocks to avoid 
the low- yielding gilt-edged stock which will replace them kept their prices 
below the “ take-over” values at which the new guaranteed stock will be 
allotted. Hence, for those professional operators who are constantly jobbing 
in whatever gilt-edged stock offers a turn, the rail stocks became a good deal 
more attractive than, say, the taploan. The cheapest (though not the quickest) 
route into gilt-edged was by rail. Gilt-edged prices, and tap premium forecasts, 
were written down accordingly. 


But a much more important factor is the fear—and perhaps the probability 
that an appreciable proportion of the £1,000 millions odd of new rail com- 
pensation stock will be promptly sold by rail stockholders 

Burden as soon as the exchange takes place. In normal times, that 

for would be an oppressive burden for the gilt-edged market. 
Chancellor? As jt is, it will be a burden for the Chancellor, who now, 
more than ever, dare not let the market be weighed down, 
even if he wished it. The mechanism of money creation for supporting opera- 
tions might need to work double-shift for a time to ease the pressure, but it 
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will scarcely need to do so for long, for the rail stockholders who scorn gilt- 
edged yields will hardly want to hold idle cash. Hence the money, through 
devious channels, will eventually flow back to the gilt-edged market, and 
the money-creating mechanism will be put into reverse—unless the Chancellor 
then makes it cope with yet another turn of the cheaper money screw. 

To judge from recent experience, however, the prospects of effective reverse 
operations—effective in the sense of slowing down the expansion of bank 
deposits—are not bright. The Chancellor is so impatient to pursue his pro- 
gramme that he never gives the market sufficient time. No sooner has the 
resistance to each interest cut been dissolved in the stream of new money, and 
the position brought to the point at which the departments turn sellers instead 
of buyers of gilt-edged, than he launches a further cut and sets up new 
resistance. 


THIS, apparently, explains the rather unexpected position disclosed by the 
clearing bank figures for October. It had been widely assumed that the heavy 
departmental sales of dated stocks in the ten days or so between 
Credit the loan announcement and the banks’ making-up dates might 
Expansion have produced a slackening of the rate of growth of bank 
Goes On deposits because the proceeds of such sales are naturally 
available to finance the Treasury’s other cash requirements. 
These require ments, moreover, were substantially less than in the month of 
September ; “ below-line ’’ expenditure showed little change, while the ordinary 
Sudget ac tu: ully achieved a small surplus (compared with September’s deficit 
of some £65 millions) and there were, in addition, substantial drafts upon the 
North American credits. But expectations based on these figures proyed very 
wide of the mark. “ True ”’ deposits rose by a further £85.6 millions, and thus 
virtually maintained the record rate of growth of-the previous six months 
when the average monthly increase was {92 millions. 
October, Change on 
1946 Month 
£m. £m. 
Deposits ah ie - a a 5396.9 + 94.6 
“True” Deposits* on a 5235.0 + 85.6 


%§ 
Cash .. we ie ‘ aa bs 550.6 (10.31) - 3. 


Money Market Assets ba a a 784.0 (14.5) 99.5 
Call Money ‘ae a ai 7 $nt. (5.8) + 31. 


Discounts a a o. es 472. (8.7) 
Treasury Deposit Receipts .. ae - 1629.0 (30.2) 


Investments plus Advances .. oe ie 2340.3 (43.4) 
Investments os ee as o% 1402.7 (26.0) 
Advances ‘ a 937-6 (17.4) 

°E nitating | items in course of collection. 
§ Ratios of assets to published deposits. 


Bank advances, moreover, played a smaller part than usual in the month's 
credit expansion, rising by £16 millions compared with £25 millions in Sep- 
tember. The expansion of investment portfolios was, however, resumed— 
with a rise of nearly {10 millions to a figure just short of July’s peak—but 
this movement may well be a counterpart of the official gilt-edged sales. On 
this evidence, it seems that official purchases of Local Loans in preparation for 
their redemption, which have certainly been heavy, must have been even 
larger than the sales of dated stocks. 
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THE result of the mid-term elections in the United States could only be inter- 
preted in one way: the desire of the American people to return to a free 
economy. The Democratic administration, now faced with 
Free Republican majorities in both houses of Congress, accepted 
Economy _ the verdict in these terms and within four days of the elections 
in U.S. President Truman had swept away what remained of the 
control on prices with the solitary exceptions of sugar, rice 
and rents. He also removed controls on wages and salaries. If the nation 
wanted a completely free economy, its wishes, so unmistakably expressed by 
the election results, would be gratified without any rearguard action by the 
administration. The result has been fairly spectacular. On the eve of the 
elections Moody’s index number of wholesale commodity prices stood at 
357-5 (compare d with 289.7 at the end of June, 1946, when, as a result of the 
President’s veto of the emasculated price control bill passed by Congress, the 
United States found itself temporarily without any control over prices). 
For two days after the elections the uncertainties of the situation caused 
prices to fall and the index sagged to 352. From that point, reached on 
November 7, there has been a steep and almost continuous rise in wholesale 
dollar prices and by November 20 the index had touched 376.9. Wall Street 
has not followed the same trend and has remained an extremely hesitani 
market since the elections. The Dow Jones index of American industrial 
stocks, which stood at 174.4 on the eve of the elections, had by November 20 
dropped to 166.91. The removal of control on wages concurrently with that 
on prices is primarily responsible for the hesitancy of the stock markets. 
Operators are naturally pausing for some clear indication of the way in which 
labour and managements will use the new freedom which is theirs in renego- 
tiating wage contracts, before they can assess prospects for profits and dividends 
in the period immedi: itely ahead. The rapid deterioration of the labour 
position in the coal industry has underlined the wisdom of this cautious policy. 
It is too early to make any appraisal of what the defeat of the Democratic 
party at the elections will mean in terms of economic policy of the United 
States. The Republicans have limited their statement of intentions to the safe 
proposition that they will endeavour to cut taxation by 20 per cent. and find 
countervailing economies in expenditure on the “swollen bureaucracy of 
Washington ’”’. The sweeping away of controls should make possible some 
demobilization of civil servants, but it is difficult to see how a tax cut of the 
proposed dimension, if it is not to endanger budget equilibrium, can be achieved 
without a severe curtailment of expenditure on the armed forces. Meanwhile, 
Congressional assent to further appropriations for relief and for increasing the 
capital resources of the Export Import Bank will be more than ever difficult 
to obtain. The continuity of the foreign policy of the United States is said 
not to be in danger, but the same can hardly be claimed with equal confidence 
of the foreign economic policy of that country. The approach towards the 
3retton Woods institutions, the proposed International Trade Organization 
and the whole philosophy of foreign trade enshrined in the Reciprocal Trade 
Agreements Act may undergo a change in the coming months. Without 
fearing the worst, it will be well to be prepared for a swing towards the pro- 
tectionism and economic isolationism which are thé traditional penchant of the 
Republican party. 
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SOME interesting changes took place last month in the arrangements for 
dealing in silver in the London bullion market. The war-time practice, main- 
tained until recent weeks, was for the authorized requirements 

Freeing of domestic industrial users of silver to be satisfied by the 

the Bank of England at the official market price. During the 
Silver war this silver, together with that required for coinage and 
Market _ other essential purposes, was obtained by the Bank from a 
variety of sources. At first a considerable amount of the 
metal was bought from India. Thereafter silver was obtained from the United 
States and C anada on lend-lease or mutual aid terms. Since the end of hostili- 
ties most of the silver made available to the market by the Bank of England 
has been purchased in the United States. In the early part of November, 
however, the Bank of England decided to stop its centralized purchases of 
silver and to leave this task to the usual rota of bullion brokers. The official 
control of these dealings in silver remains as strict as ever despite this with- 
drawal of the Bank from direct dealings. The Bank continues to authorize 
the allocation of dollars needed to finance these purchases and the brokers, 
for their part, still have to account to the authorities for every ounce of silver 
they sell at the official price for essential purposes. For the time being, there 
is no question of allowing the open market price to move freely, but such a 
development is a distinct possibility if the price in New York settles down at 
a level lower than the go} cents at which the USS. Treasury is prepared to buy 
domestic silver. The open market price in New York has, in fact, fallen slightly 
below this parity and it is probable that London dealers have already found 
it possible to buy at prices slightly lower than would have been available to 
an official buyer compelled to operate through official channels. A few experi- 
mental allocations of dollars to London brokers, in order to test their ability 
to deal more cheaply than the authorities, appear to have preceded the final 
decision of the Bank to withdraw from the market. 

The change does not affect the arrangements for entrepdt dealing in free 
silver. Most of these operations have taken the form of purchases of silver 
from Russia and sales to India. They have required the authorization of the 
exchange control authorities. This entrep6t trade has, however, diminished 
in volume in recent weeks owing to the severe fall in the rupee quotations for 
silver. The absorption of silver by India has fallen off considerably and at the 
lower prices that have prevailed for free silver Russia has proved a much less 
willing seller than she was when the parity based on the Bombay price ruled 
around 74d. per ounce. Towards the end of November that parity had fallen 
to around 64d., and at this level very little free silver is coming on offer. 


WHEN the two new finance corporations were formed last year there were 
many who felt that the larger of the two institutions would have the better 
chance of success. It was quite clear that, despite reconversion 

‘* Small’? demands for bank accommodation, the ratio of bank advances 
Finance to deposits would remain inordinately low and that the banks 
Co.’s First were therefore likely to be a good deal more flexible than they 
Accounts have been in the past in interpreting orthodox rules about the 
proper scope for bank finance. Thus it was argued that, 

since the “ small ’”’ finance corporation was wholly owned and financed by the 
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banks themselves, its facilities would be kept non-competitive with bank 
finance, and there was a danger that very little ‘‘ good ’’”’ business would pass 
beyond the banks to the corporation. These forecasts have proved wide of the 
mark. Whereas the “ large” corporation, the Finance Corporation for 
Industry, has made only a slow start—partly in consequence of the uncertainties 
arising from the nationalization programme, and the delays involved in long- 
term planning—the “ small’’ corporation, the Industrial and Commercial 
Finance Corporation, has made quite promising headway. 

Its first report, covering the period to end-September last, fully sub- 
stantiates the claim made in these pages by Mr. J. H. Lawrie, the corporation’s 
general manager,* that a gap in facilities for the “‘ small’ man certainly does 
exist and that the corporation stands a good chance of filling it. In its first 
twelve months—the company did not effectively start operations until 
September, 1945—840 applications “having definite outline’’ were con- 
sidered. Of these, 137 did not survive the first vetting, and of the remainder, 
133 were sanctioned, involving {5,071,000 of finance. Not all of this sum, 
however, had been advanced at the balance-sheet date, as rather more than 
{1 million of the facilities were still subject to contract and, of the £4,048,000 
definitively granted, only {1,239,000 had been actually drawn by the borrowers. 
The company is to be congratulated upon giving very full details of the 
distribution of this business. The classification according to industries extends 
to no fewer than forty groups and sub-groups. It shows that roughly half the 
amount sanctioned is for mechanical and electrical engineering and the 
metallurgical industries. Some two-fifths was in shares as distinct from loans 
or debentures, and it is understood that about half of this comprised shares 
which participate in the equity of the businesses involved. As yet, assistanc« 
for the really “‘ small ’’ man has played only a minor part. Finance for amounts 
below £20,000 absorbs only 15 per cent. of the total (though half the number of 
borrowers), compared with 57 per cent. for the £50,000 to £200,000 range. 




































EXPENDITURE by the sterling area in Switzerland in recent months has been 
running a good deal be yond the estimates made at the time of the signature of 
the Anglo-Swiss Monetary Agreement last March. Not all of 
Swiss Britain’s monetary agreements with Western Europe prescribed 
Sterling a limit to the extent to which either of the parties would be 
Holdings prepared to hold a net balance of the other’s currency, but, 
of those which did so provide, the Swiss Agreement was the 
most flexible. The only specifically defined limit was, indeed, the customary 
{5 millions, but, in addition, the Swiss undertook to hold whatever further 
sum was agreed in the light of the estimated balance of payments between theit 
country and the ste ‘rling area. In fact, the contemplated addition was known 
to be £5 millions for the first year and a further £5 millions for the second year, 
making an eventual maximum of {15 millions. Yet, by early last month, the 
Swiss accumulation of sterling had apparently exceeded the {10 millions 
which had been expected to suffice until next spring. 
Most commentators have assumed that the main source of this unexpected 
pressure has been tourist expenditure. One effect of the Swiss Agreement 
was to bring Europe’s playground again within the reach of Britons, who 








*See Financing the Small Business : The I.C.F.C. at Work, in THE BanKEr, August, 1946. 
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this summer have pressed the available transportation facilities to the very 
limit. But this expenditure, heavy though it has been by present standards, 
probably accounts for little more than one-third of Switzerland’s accumulation 
of sterling. A further influence, which may well have been of equal importance, 
has been the substantial importation of Swiss goods by sterling area countries 
other than Britain—and a significant part of these purchases has consisted of 
luxury goods which Britain herself either cannot afford at all or buys only in 
strictly limited quantities. Indeed, thanks to the stringency of the import 
controls, Britain’s own visible account with Switzerland has shown a quite 
appreciable favourable balance. 

In the hope of rectifying this position, discussions between representatives 
of the two Governments were opened in London last month. The Swiss, 
though bound by the Agreement to accept gold for any excess indebtedness, 
naturally hope to secure payment in goods instead—partly because of their 
need for many commodities in short supply, but also because of the fear, 
which has haunted them throughout the war period, that further acquisitions 
of gold may create inflationary stresses. Britain will no doubt do her best to 
increase the flow of exports, but in many cases is confronted with the 
embarrassing problem of allocating scarce supplies equitably between many 
competing claimants. Meanwhile, it is to be hoped that, if Switzerland is not 
prepared to increase her holding of sterling: in order to provide for the expected 
further growth of tourist traffic next year, she will at least take steps to ensure 
that the resultant expenditure is not intensified, as it has been recently, by 
visitors’ purchases of Swiss luxuries and by the facilities offered by Swiss 
banks for the acquisition of foreign exchange against sterling notes. 


CHANGES in the Bank return occur so very rarely that even a minor alteration 
deserves to be put on record. In prepaiation for the disappearance of silver 
from Britain’s coinage when the new cupro-nickel coins are 
Bank available in quantity, the Bank last month deleted the word 
Return “ silver” from its return. In the Issue Department the tiny 
Innovation “Silver Ccin” portion of the fiduciary issue cover is now 
styled “‘ Coin other than Gold Coin”, while in the Banking 
Department “‘ Gold and Silve1 Ccin ”’ is now simply “ Coin’. These changes 
first appeared in the return dated November 13, which thus removed even the 
last faint formal traces of bimetallic theory from the account. Under the 
Bank Charter Act of 1844, it will be recalled, the Bank was actually empowered 
to include a proportion of silver bullion in the metallic backing of its note issue, 
but, in fact, it never did hold silver for this purpose. The “ Silver Coin ’ 
item which now disappears from the Issue Department-arose on the amalgama- 
tion of the note issues in 1928, when the Bank took over the assets carried 
against Treasury notes in the old Currency Notes Account. These included 
silver coin, which, in consequence, was absorbed into the fiduciary issue cover 
and not into the metallic reserve. For many years now the coin holding in the 
Banking Department is understood to have consisted mainly of. silver. 
Eventually it will be mainly cupro-nickel. 
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Britain’s Exchange Problem 


of the Exchange Control Bill read for the first time last month. It hardly 

needed this Bill to remind or convince any objective observer of the finan- 
cial position of Britain that exchange control would have to remain in force for 
an indefinite period. A Conservative or coalition administration would have 
been compelled to introduce legislation very similar to that sponsored by the 
present Government—though it might, as a rather sanguine gesture, have set 
a time-limit to the powers which it sought. Labour’s Bill has no such limit. 
But that is an immaterial difference. The substance of the present Bill, with 
its primary objective of translating into peace-time form the emergency powers 
by which exchange control has been operated since the beginning of the war, 
would have had to be reproduced almost exactly by any Government facing 
the balance of payments prospect that stretches before Britain to-day. 

It is a situation the gravity of which has been somewhat obscured by the 
substantial dollar credits placed at Britain’s disposal by the United States 
and Canada, by the readiness of other countries like India, Argentina and 
Australia to continue accumulating sterling balances since the end of the war 
and by the flatte1ing rapidity with which the British export drive got under 

way—in a sellers’ market, with American competition in foreign countries 
hindered by chronic industrial strife. Estimates of the deficit on the British 
balance of payments during the years 1946 to 1948, inclusive, were 
originally placed at {1,250 millions, of which about £750 millions would be 
incurred in the first year with the rest tapering to equilibrium point before 
the end of 1949. These estimates included the item of Government expenditure 
—mainly military—abroad which was expected to amount to about £300 
millions in the present year and to fall rapidly thereafter. In spite of the 
fact that the course of Government expenditure abroad is unlikely to fall as 
rapidly as the estimates had foreseen and may even show some increase over 
those estimates in view of the burden of the British zone of Germany, the 
aggregate balance for 1946 looks like falling well below the anticipated £750 
millions. Allowing for overseas Government “expenditure of £400 millions—the 
additional £100 millions covering unexpected expenditure in Germany and 
Palestine—and net invisible income of £2 200 millions, and projecting the trade 
returns for the first ten months of the year to cover the remainder of 1946, 
a global deficit somewhat less than £550 millions appears to be in sight. 


The improvement in the visible trade balance is partly due to the unexpec- 
tedly rapid recovery of exports of U.K. manufacture and partly to the equally 
unexpected curtailment of imports of foodstuffs and materials such as steel, 
reductions due to no choice on the part of the British authorities, but to the 
harsh compulsion of scarcity. To some extent, therefore, the improvement in 
the current balance of payments for 1946 is a reflection of a running down 
of reserves. To that extent the improvement is illusory and, since the stocks 
of such commodities as wheat will have to be reconstituted, it will be balanced 
by heavier than normal imports in the future when the supply position again 
makes such stocking up possible. 


(Cor the Bx of sterling exchange has come to stay. That is the main lesson 
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A second reason why the real improvement in the balance of current 
payments is not as great as the global figure might make it appear is that 
an increasing distortion of the underlying : structure has occurred in the past 
year. While Britain has been piling up credits in her trade with such countries 
as France and Denmark, she has been drawing on her North American credits 

rather more rapidly than had been expected, even after allowing for the com- 
pulsory curtailment of certain parts of the British procurement programme 
in the United States owing to strikes and shortages. The returns showing the 
distribution of U.K. overseas trade for the first three quarters of this year show 
that the adverse balance of visible trade with the three main dollar countries, 
the United States, Canada and Cuba, amounted to £270 millions. Over the 
same period the global trade deficit amounted to £246 millions, so that rather 
more than the aggregate was being incurred in terms of dollars. At the rate at 
which the dollar credits are being drawn upon, they will be exhausted towards 
the end of 1948. The distortion in the British balance of payments may acquire 
even graver aspects after July, 1947, when this country will, under the Anglo- 
American financial agreement, assume the full obligation of conve rtibility of 
currently earned sterling while many of the countries with which Britain will 
have accumulated credits in post-war current transactions will continue for 
perhaps three or four years to claim non-convertibility under the protection 
of the “ transitional period ’’ clauses in the Bretton Woods agreement. 

A further aggravation of the position appears inevitable if the terms of 
international trade continue to move against Britain at the rate at which they 
have been moving over the past few months. The impact of the recent rise 
in dollar prices has not yet made itself fully felt ; but when this, plus the recent 
re-negotiation of the Argentine meat and oil seed prices and the increase in 
the contracted price for Canadian wheat and of all imports from Canada 
following her dollar revaluation are taken into consideration, a potent and 
unfavourable new element in the balance of payments will be seen to emerge. 
There is, of course, the remedy of pleading for a revaluation of sterling, but this 
would be a step that could only be t: 1ken after the gravest deliberation and in 
the present instabilities of relative price and costs relationships it would be an 
extremely invidious choice to have to make. 

* 

The elaboration of all these factors bearing on the contemporary and, even 
more, the prospective balance of payments of Britain, builds up a picture 
in which the Exchange Control Bill finds an inevitable place. It is possible 
to question whether, even with rigorous and effective operation of control 
of capital transactions, the mere pressure of current payments will not force 
on Britain a new exchange crisis in two to three years’ time, when the dollar 
credits will have been exhausted, when the present sellers’ market may well 
have disappeared, when it is possible that economic recession in the United 
States may be severely curtailing the supply of dollars made available to the 
1est ot the world by American imports, tourist expenditure and foreign loans. 
That may be taking altogether too gloomy a view of the situation ; but all 
the factors enumerated have some relevance to any appreciation ot the outlook 
and even if they do not conjure up a new foreign exchange crisis of 1931 
character, they do add up to an irrefutable case for the perpetuation of the 
control of sterling exchange. 
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The main objective of exchange control as applied in Britain has been the 
control of capital. A vital need in 1939-41 was the mobilization of foreign assets 
held by residents and the sale of such of these as were needed to supplement 
the hard-pressed British resources of dollars and other hard currencies. 
Subsequently the principal aim of the control has been to prevent the un- 
desirable outflow of capital. But, to be effective even for this limited purpose, 
exchange control has had to extend its supervision over the whole range of 
exchange transactions. The reason for this should be self-evident. The line 
of demarcation between capital and current transactions is at best an indistinct 
and debatable frontier. The most clear-cut current transactions can merge 
into capital transactions by a mere twist of intention. An export of U.K. 
produce will become an export of capital if the seller leaves the proceeds of 
his sale in the form of a foreign asset instead of converting it back into his 
own currency. 

The war-time operation of the Defence Regulations governing the control 
of sterling exchange was never intended to achieve a particular or planned 
allocation of exchange for current purposes. That allocation was always 
effected by import licensing and the require d exchange allotment followed 
automatically the grant of an import licence. This distinction between the 
principal and the ancillary functions of sterling exchange control will be 
even more marked in the future than it was during the war and is now. 
Hitherto all sterling—whether currently earned or the proceeds of capital 
transactions, whether held by residents or non-residents—has been restricted 
unless specifically excluded from such restriction as, for example, in the case 
of sterling held in American accounts. In future a clear line of demarcation 
will appear between a non-resident’s current earnings and sterling which 
represents the proceeds of capital transactions or past accumulations of current 
earnings. The former will be freely available for expenditure in any part of 
the world. The latter will be restricted in accordance with the arrangements 
made with each of the overseas countries concerned. Therefore, the distinction 
between capital and current transactions will acquire greater definition than 
hitherto. None the less, the net of capital control will still have to spread 
over all exchange operations. Under peace-time conditions the opportunities 
for evasion of the control must be far greater than they were in the years of 
war when the machinery of exchange control could count on the support of 
postal censorship, an ally which experience proved to be invaluable and indeed 
indispensable—especially effective because individuals had little freedom to 
travel about the world. Sterling in the possession of residents will, of 
course, remain wholly restricted, except in so far as resident foreigners may 
be excused some of the rigours of the control—for example, they “do not in 
the normal course have to surrender assets expressed in the currency of their 
own country. 

The regulations which are being codified in the Exchange Control Bill had 
in certain respects fallen into desuetude. The Treasury’s power to requisition 
foreign securities owned by residents in the United Kingdom has not been 
used since 1942 and is being abandoned in the Bill. On the other hand, the 
return to peace conditions has caused some gaps in the defences against th 
unauthorized export of capital. This is particularly true of the position of 
bearer securities held by residents in the United Kingdom. During the war 
many of these, together with foreign securities that had neither been acquired 
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nor borrowed by the Treasury, were removed for safe keeping to Canada. 
These securities have now returned home. Without the net of postal censorship 

and, more particularly, now that freedom of personal movement is being 
restored—these securities might in certain circumstances become uncomfor- 
tably volatile. Their specific gravity is therefore being increased by compelling 
holders to deposit them with an approved bank chosen by them. The one snag 
in the proposed arrangement is that holders of such securities have now been 
siven specific notice of a step which is calculated to impede the freedom with 
which they can dispose of such holdings. The more dishonest among them may 
endeavour to use the official warning which has been given to them in order to 
‘beat the pistol”. The few weeks that will elapse before the Exchange 
Control Bill is enacted should, therefore, call for the special vigilance of the 
authorities. 

The explanatory memorandum on the Exchange Control Bill (which, with 
the novel clauses of the Bill itself, is reproduced on pages 138-43) devotes a 
large part of its exposition to show that the Bill is fully consistent with British 
obligations under the International Monetary Fund arrangements and under 
the Anglo-American financial agreement. To British readers these sections of 
the White Paper may appear to be a needlessly documented statement of 
the obvious. But it is other audiences, and particularly American audiences, 
that have to be educated on this point and their predisposition is to believe 
that Britain’s price for the American loan was to agree to the abandonment 
of exchange control and, by the same token, to accept almost immediate 
and full membership of the Bretton Woods institutions. It is primarily before 
foreign countries that the British Government must argue and prove that 
the best way of maintaining the stability of the United Kingdom, of the 
sterling area and of the many other nations whose commercial interests are 
bound with or affected by those of Britain is “‘ to pay our way’ Page amg | 
that is an over-simplification of the criterion of British economic policy ; 
could not justify a measure that was discriminatory or injurious to the veh 
of other nations. But it does justify the perpetuation of exchange control as 
envisaged in this Bill. 

In certain respects the maintenance of control over capital transactions 
is not merely consistent with the International Monetary Fund plan, but the 
operation of such control will call for the active co-operation of the I.M.F. 
ind of its member countries. No exchange control mechanism can be made 
watertight. The truth of that dictum was made abundantly clear by the 
experience of countries where exchange control was underpinned by secret 
police systems and by that ultimate sanction of the law, the death penalty. 
rhe effectiveness of exchange control will be multiplied many times if such 
control does not depend wholly on unilateral operation. A hint by the country 
that is receiving clandestine capital from abroad will do much to put the 
losing country on its guard. This exchange of information can take place 
within the discreet walls of the I.M.T. office in Washington and need involve 
no breach of the bankers’ secrecy. There need be no disclosures of individual 
transactions to put the authorities concerned sufficiently on their guard to 
strengthen the ramparts at the points at which they have been weakened. 

But the main lesson taught by the extraordinary difficulties experienced 
in operating completely effective control of exchanges is that no system can 
be expected to withstand the pressures exerted when confidence in the stability 





of a 
mate 
penal 
it, Wi 
pond 
capit: 
that « 
A 
sterlit 
In ot 
flow « 
the si 
ment: 
count 
sterlis 
duled 
grout 
the p 
itisa 
ance ¢ 
until 
to pr¢ 
simile 
TI 
dealir 
deale: 
transi 
at thé 
pains 
excha 
mech 
has e1 
for ex 
rigidit 
amou 
deale: 
allow 
no dk 
forgot 
sellin; 
prices 
If 
contre 
contre 
functi 
chang 
this e 
in th 
necess 
comm 


BRITAIN’S EXCHANGE PROBLEM 127 


of a particular currency or in the political regime of a country has been 
materially undermined. No exchange control, even if it invokes the direst 
penalties and is braced by all the support that a totalitarian state can give 
it, will withstand such pressure. The Government would be well advised to 
ponder this lesson and, in their zeal for forcing down the yield from rentier 
capital in this country, to realize that no system ‘of exchange control will create 
that completely closed circuit in which the holder of capital i is really defenceless. 

A possible break in the circuit lies in the fact that payments within the 
sterling area, whether for current or capital transactions, remain wholly free. 
In other words the efficacy of sterling exchange control in preventing an out- 
flow of capital will depend in the future, as it has since 1939, on every part of 
the sterling area maintaining at least as stringent controls over capital move- 
ments as are operated s bay United Kingdom. Can the British authorities 
count on India and Egypt, for example, to toe the line in this way? If any 
sterling country fails in this respect it will be removed from the list of ‘ sche- 
duled territories ’’ (the new euphemism for “ sterling area’’) within which 
_— alone capital movement is free. That prov ides a safeguard against 

ie possibility of leaks in the outer defences of sterling exchange control ; but 
it is a safeguard that could only be applied as a last resort. Far greater reassur- 
ance on this point must be derived from the fact that every member of what has, 
until now, been calle d the sterling area, will be driven by its own self-interest 
to project into the uncertain years ahead a system of exchange control broadly 
similar to that which has operated since the outbreak of the war. 

The Bill implies one interesting change in the technique of exchange 
dealings. During the war-time operation of exchange control the authorized 
dealers were made the agents of the Treasury. All the exchange operations 
transacted by them were “‘ undone ”’ with the Exchange E qualization Account 
at the official rates, the authorized banks taking a small commission for their 
pains. One effect of this was to reduce the whole operation of the London 
exchange market—if it still deserved to be called a market—to a humdrum, 
mechanistic routine in which dealing skill counted for nought. That position 
has endured since the end of the war and, with the revival of active competition 
for exchange business from New York and other foreign centres, the excessive 

rigidity to which London dealers were condemned has cost Britain a certain 

amount of foreign exchange business. Under the new system the authorized 
dealers will become principals, acting for their own account. They will be 
allowed to marry the transactions of their own customers and in due time will, 
no doubt, be given poner tees to deal. among themselves. They will have 
forgotten all they knew before the war if they cannot establish buying and 
selling quotations that will lie well within the margins of ‘existing official 
prices. 

If this Control Bill avoids being dragged into the pit of current political 
controversy, it will largely be due to the manner in which sterling exchange 
control has been operated over the past seven years. It has become a smoothly 
functioning mechanism which has adjusted itself admirably to the many 
changes in circumstances that have obtruded themselves upon it. As long as 
this elasticity is preserved—and there is no reason to anticipate any change 
in this respect—the control of sterling exchange, painful and regrettable 
necessity as it is, can be made to work without in any way hampering the 
commercial development of this country. 
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Control of Foreign Securities 
By David Sachs 


Y common consent the clauses of the Exchange Control Bill concerning 

securities are among the most important in the whole measure, not only 

because of omissions as compared with the existing Defence (Finance) 
Regulations, but also because of the additional powers conferred on the Trea- 
sury to control bearer and foreign securities. And even where existing powers 
are retained, some material points of detail have been altered. It is obviously 
time to take stock of the arrangements for security control, and to consider 
what modifications may lie ahead. 

Every comprehensive system of exchange control attempts in relation to 
property to do two things: (1) to supervise the movements abroad of the 
foreign assets of its own nationals, so that these assets may be readily mar- 
shalled and made available to the central authority at any time ; and (2) to 
supervise the withdrawal of property from within its own national boundaries 
since such withdrawal normally involves the surrender of a corresponding 
foreign asset. 

As applied to securities, one of the most important forms of property in our 
capitalist civilization, the British system of exchange control in its present form 
falls into the following broad divisions : 


(1) The control of foreign securities belonging to persons resident in the 


United Kingdom. 
(2) The control of sterling securities belonging to persons resident outside 
the sterling area. 
So far as (I) is concerned, the Defence (Finance) Regulations gave power to 
the Treasury to acquire from persons resident in the U.K. all securities which, 
in the opinion of the Treasury, were likely to be marketable outside the U.K. 
The securities in question were, for the most part, those expressed to be payable 
as to capital or income in one or other of a number of foreign currencies which 
were needed to finance the purchase of goods or services abroad in the prosecu- 
tion of the war. As an essential preliminary to the acquisition of such securities 
by the Treasury, the owners were required to furnish the Bank of England with 
particulars of their holdings, and a ban was placed on all dealings of any kind 
with these securities except with the consent of the Treasury. 

In the upshot, as is well known, most of the U.S. and Canadian dollar stocks 
held by U.K. residents were acquired under this procedure during the war and 
disposed of by the Treasury. The stocks in question were those which were 
dealt in on one or other of the North American Stock Exchanges, but the 
remainder included (a) a number of important international counters and 
foreign government dollar bonds which had always enjoyed a free market in 
London, as well as in the U.S.A. and Canada ; (d) the shares in British-owned 
U.S. subsidiaries of the U.K. insurance companies and certain large U.K. 
manufacturing concerns, such as Coats, Turner and Newall, etc. ; (c) certain 
other foreign securities. Most of the stocks included in (6) were subsequently 
placed at the disposal of the Treasury—but not vested—in order to provide 
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collateral security for the British loan from the Reconstruction Finance 
Corporation in I94I. 

In its treatment of stocks coming into categories (a) and (c) the Treasury 
has followed a curiously illogical and, | as some critics have maintained, a wholly 
unreasonable policy. In some of these stocks it permitted dealings between 
U.K. residents—subject to compliance with certain formalities—but in others 
it only permitted owners to dispose of them abroad, and then required them 
to surrender the resulting foreign currency to the Bank of England against 
payment in sterling. No official explanation has ever been vouchsafed for this 
policy, which had the inevitable effect of eliminating the market in London in 
the securities concerned. The omission from the Exchange Bill of any powers 
enabling the Treasury to require the registration of foreign securities with the 
Bank of England or to acquire such securities compulsorily from their owners 
has naturally given rise to inferences that Treasury policy on this subject is 
about to change. Discussion of this aspect is, however, best deferred until 
the proposals in the Bill for the control of bearer and foreign securities have 
been examined. 

The second main division of the existing system of securities control— chat 
is, the control of patie securities belonging to non-residents—-operates as 
fcllows. A person resident outside the sterling area may, subject to the issue 
of a licence, which is in practice freely given, sell any of his existing holdings 
of sterling securities, provided that the proceeds are reinvested forthwith in 
another sterling security, the capital and income of which is payable only in 
sterling and, in the case of a sodeemiiiie security, is not subject to repayment 
within ten years. Any payment of a capital nature arising in respect of a 
sterling security belonging to a non-resident, e.g., redemption payment or 
capital bonus, is normally remittable in the manner appropriate to the 
country of residence of the holder. No hindrance is, however, placed on the 
transfer of a sterling security, be it in bearer or in registered form, which a 
non-resident may wish to make, prov ided the transferee is resident in the same 
currency area as the transferor, since such a transfer involves no loss of foreign 
exchange by the U.K. 





ok 
Against this roughly sketched background, it is now possible to consider how 
far the clauses of the new Bill re lating to securities (reproduced textually on 
pages 142-3) provide for actual or probable modification of the existing arrange- 
ments. The first point to observe is that the Bill does not perpetuate the 
obligation, now imposed by Regulation One of the Defence (Finance) Regula- 
tions, upon U.K. residents to make returns to the Bank of England of par- 
ticulars of any holdings of foreign securities and to offer such securities for sale 
to the Treasury if the latter so orders. It follows that the present system of 
exercising control over foreign securities still remaining in the ownership of 
U.K. residents (viz., registration with the Bank of England on Form S.1 (B) 
and permission to sell, by Form §S.2) is to be discarded. Instead, Clause 15 of 
the new Bill requires all such securities (and, incidentally, many others too) 
“to be kept at all times . . . in the custody of an authorized depositary ’’. If 
a security of the kind specified is physically located outside the U.K., it is a 
compliance with the require ment if the security is held abroad “ on behalf of 
and to the order of’ an authorized depositary. Clause 16 further provides 
that the security when deposited shall be accompanied by (a) “ the prescribed 
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declarations as to the ownership of the security and the residence of the owners” 
and, in the case of bearer securities, also by (6) such coupons as would normally 
be necessary to make good delivery on a sale on a Stock Exchange. 

While, therefore, the strictest rigour is imposed on the location of British- 
owned foreign securities, it is important to realize that the Bill does not in 
terms impose any restriction upon the owner in otherwise dealing with them. 
Power is, indeed, reserved to the Treasury under Clause 17 to impose restric- 
tions on these securities, but as the Bill stands no direct restrictions on the 
owner are, in fact, imposed. However, under Clause 15 (5), before an authorized 
depositary can recognize or give effect to the substitution of one person for 
another as the person from whom he receives instructions, that is to say, 
before an owner can effectively deal with his securities, e.g., by way of sale or 
pledge, the permission of the Treasury must be obtained. No hint is contained 
in the Bill as to the conditions which the Treasury may require to be satisfied 
before granting such permission, but it surely seems reasonable, in view of the 
whole change of emphasis in the mechanism of control, to infer that transfers 
between residents of the U.K. will now be authorized in the case of all, and 
not merely some, foreign securities. 

Another criticism of the present system of exchange control, v7z., the ban on 
residents’ exchanging from one foreign security into another, what is tech- 
nically called “‘ switching ’’, finds no echo in the Bill, though it was not to be 
expected that an express re Jaxation would be written into it. Yet it is hard to 
find any adequate justification for the maintenance of this ban. Switching in 
dollar securities has been permitted for a long time past in more than one part 
of the sterling area with, so far as can be gathered, no unfortunate effects. 
True, permission to take a hand in, say, the New York market would imply 
something of an act of faith by the Treasury in the colle ctive judgment of 
U.K. investors—a wholesale exchan ge of ‘ ‘ good ’ ’ for “‘ bad ”’ securities would 
obviously dissipate vital national reserves—-but the past performance of those 
investors is not without credit. In any event, the initiative in deciding whether 
foreign securities not already vested in the authorities should be sold or retained 
has not, in fact, been exercised by the Treasury since 1942, when the last 

call-up, of Canz dian dollar securities, occurred. 

There is, of course, another side to the picture. No one at present argues 
for an allowance of U.S. dollars for the purpose of investing—or speculating— 
on Wall Street, so that it is only upon the foundation of the existing quantity of 
U.S. stocks in residents’ ownership that permission to switch could be based. 
That quantity is now very small, and the desire of investors to hold dollar 
stocks might, in certain circumstances, drive up the sterling prices of the restric- 
ted number of stocks available to heights which might be unpalatable to the 
authorities, since in the past they have viewed askance any movement tending 
to cast doubt on the official rates of exchange. The rate of exchange, as 
measured by the ratio of the prices in London and New York for the same stocks, 
has, however, in some cases, long been out of line with the official exchange rate. 
It is, perhaps, largely a question of degree but at a time when, in the words of 
the White Paper issued with the Bill, the emphasis is on a liberal administration 
of exchange control, a move to increase the facilities of investors without pre- 
judice to genuine current transactions would be quite in accordance with the 
new spirit. 
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The position of non-residents holding sterling securities does not appear to 
be materially altered under the Bill, except possibly at one important point, 
to which reference is made below. In common with residents, non-residents 
owning bearer securities physically located in the U.K., must lodge them with 
an authorized depositary and, in the light of Clause 9, which replaces Regulation 
3A, there would seem to be no grounds for assuming that the present freedom 
enjoyed by a non-resident of exchanging from one sterling security into another, 
as described earlier, will be whittled down. However, an additional control 
does seem to have been placed on a transfer by a non-resident to another non- 
resident. To-day, as already noted, such a transfer is permitted provided both 
parties are resident in the same currency area. Thus Regulation 3A (3) runs 
‘“., . where the holder of a security is a nominee, neither he nor any person .. . 
shall do any act whereby he recognizes or gives effect to the substitution of 
another person as the person from whom he directly receives his instructions, 
unless both the person previously instructing him and the person substituted 
for that person were, immediately before the substitution, resident in the sterling 
area or in the same country ”’ (our italics). It was this provision which permitte d 
a U.K. bank, holding for account of a non-resident either a bearer s« curity or a 
security registered in the name of its nominee company, to give effect to a 
transfer of the security within the limitations mentioned. Similarly, a security 
directly registered in the name of a non-resident could be transferred into 
the name of another non-resident provided both were resident in the same 
currency area. Clauses 13 and 14 of the Bill limit transfers of securities belong- 
ing to persons outside the U.K. to persons resident in the sterling area (hence- 
forth under the Bill to be called “ the scheduled territories ’’) and Treasury 
permission will be needed before non-residents even in the same currency area 
can transfer to one another. Whether and in what terms permission will be 
granted cannot be predicted, but the omission from the Bill of the material 
words, shown above in italics, in the present regulations, would appear to 
indicate a tightening of the control, even though little useful purpose would 
thereby seem to be served. Caution must, however, be exercised in reading 
perhaps not much into the Bill, and judgment should be reserved until, by 
means of an Order or Bank of England notice, the authorities have stated their 
intentions on this point. 

The above discussion has been confined to the changes which the Bill 
proposes in existing forms of control. Something must now be said of a new 
form of control which is to be introduced, viz., the obligation to deposit and 
to keep deposited with an authorized depositary all securities which are not 
registered in a U.K. register. The securities chiefly concerned are foreign 
securities, already discussed, and sterling bearer securities. Many of the latter 
happen to be those which enjoy an active market abroad, particularly in 
European centres. Now that there is no postal censorship it would be possible 
for unscrupulous persons, whether resident or non-resident, to export their cap- 
ital from the U.K. by acquiring such bearer securities here and shipping them 
abroad. Yet the danger and damage of such flights of capital can be easily 
exaggerated. In the continental centres which are the chief markets for most 
of the international stocks which are dealt with in bearer form, the local 
currencies are in an incomparably more difficult plight than sterling and an 
illicit export of bearer securities on any scale, with the object of acquiring weak 
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continental currencies, seems inherently unlikely. There remains, of course, 
New York as a receiving centre for such securities. But the number of these 
stocks in which New York is interested is relatively small and, if past experience 
is any guide, many could be sold there, if at all, only at so heavy a discount as 
would deter all but the panic-stricken. However, this is not to say that the 
proposed measures of control may not be justified. In any case, the bulk of the 
bearer securities must, with the exception of those which have found a funk- 
hole in private strong-boxes, surely be deposited already with the banks. 
Whether the banks will now find themselves involved in much additional 
handling will depend largely on the amount of responsibility granted to stock- 
brokers and to solicitors—the White Paper, it will be noted, promises special 
facilities for the benefit of such professionals. 
* 

The sentence now to be passed upon bearer securities of life-long imprison- 
ment within the vaults of a bank marks another stage in the elimination of 
such securities from the commercial life of the country. They had, in any 
event, long since lost the advantage of anonymity, at least so far as non- 
residents were concerned, since, with the introduction, in 1940, of Form 8, 
which accompanies all transfers of bearer securities, particulars of non-resident 
ownership have had to be disclosed. Under the Bill all owners, resident and 
non-resident, must deposit their bearer securities with an authorized deposi- 
tary to whom alone, under Clause 15 (4), payments of capital or income may 
be made. Furthermore, no dealings in bearer securities in the United Kingdom 
are to be permitted unless the securities are in the custody of an authorized 
depositary. Whether the information as to ownership given to authorized 
depositaries will be passed on to the Bank of England is not made clear by 
the Bill, but the effect of the provisions dealing with such securities is apparently 
to make available to the authorities, if they choose to require it, particulars 
of ownership not only of non-residents, but also of residents. It may be 
suspected, however, that, at least so far as non-residents are concerned, the 
information will be given to the central authorities. Under the present 
system, the details of ownership become known only when a transfer takes 
place. In future such details will have to be disclosed irrespective of whether 
there is to be any transfer or not. The information thus available to the 
central authorities might conceivably be exchanged between Central Banks 
as part of the new mechanism of contiolling capital movements. In this 
connection it will be recalled that details of foreign-owned pioperty in the 
United Kingdom where enemy interests were involved (an “‘ enemy ”’ here 
included all those countries occupied by Germany and Japan) had to be 
reported to the Custodian of Enemy Property under the Trading with the 
Enemy Act, 1939. This information was passed on by the British Govern- 
ment to many, if not to all, Allied Governments, who have used it fer their 
own domestic fiscal purposes, e.g., to prevent the evasion of taxes on income 
that had never been disclosed. With the growing number of double taxation 
treaties which usually contain a provision for the exchange of information 
regarding the property in the respective countries of the contracting parties 
nationals, the significance in the Exchange Control Bill of the Clause requiring 
disclosure of foreign-owned bearer securities needs no emphasis. 
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The Fund Makes Ready 


UITE soon now the International Monetary Fund—which, without 

more ado, ought surely to be shortened to “ I.M.F.’’, for plain “ Fund ”’ is 

too ambiguous an abbreviation—will open for business, and the bold 
Bretton Woods experiment, tested as yet only in many wordy battles, official 
and unofficial, will face the first real test of practical operation. The exact 
date of the opening ceremony is still uncertain—indeed, there may not be any 
ceremony—but the Bretton Woods Agreement provides that the I.M.F. shall 
begin business “‘ at such date as it may determine ”’ after parities of exchange 
have been agreed with member nations responsible for at least 65 per cent. of 
the potential total of money quotas which will make up the Fund. And this 
essential preliminary process was begun almost three months ago. 


On September 12 M. Camille Gutt, the managing director of I.M.F., cabled 
to each of the thirty-nine member governments informing them that “ the 
Fund will shortly be in a position to begin exchange transactions ”’ and, in 
accordance with the Agreement, asking each to communicate within thirty 
days the par value of its currency, “‘ based on the rates of exchange prevailing 
on October 28, 1945”’. The Agreement gives the I.M.F. and each member 
ninety days in which to object to the parity thus determined (countries 
formerly occupied by the enemy may, if they wish, secure an extension), and, 
if objections are lodged, a revised parity has to be agreed between the two 
parties. The standard period of grace thus runs out in a few days’ time, and, 
though it is not known whether all members replied within the prescribed 
thirty days or whether any debatable objections have been lodged (the 
objection by Canada, and probably that by France, will be regarded as formal, 
for both these countries have changed their parities since end-October, 1945), 
it is a fair presumption that agreement has probably already been reached 
with sufficient countries to make up the prescribed minimum of the quotas. 
And when each of these countries has subscribed its quota (10 per cent. of 
the amount of its gold and dollar holding—or 25 per cent. of the quota if 
that is less—must be paid in gold, and the balance in its own currency) the 
opening of I.M.F. will depend simply upon the administrative arrangements 
of the Executive Board and its staff. 

But though actual exchange transactions have not yet started, it would 
be quite wrong to assume that the I.M.F. has so far been occupied only with 
the difficult but rather uninspiring tasks of preliminary organization. On 
the contrary, though formal and internal matters have absorbed much time 
and labour, the work of the past three months on exchange parities, which is 
apt to be dismissed as merely one of many preliminaries, represents nothing 
less than a hammering out of the new structure of international monetary 
relationships—the actual structure of exchange rates which will govern most 
of the foreign transactions of the world. The critics, as well as the supporters, 
of Bretton Woods would do well to ponder what this means. After the Kaiser’s 
war, no effective progress towards re-creating an international monetary system 
was made for six and a half years, when Mr. Churchill returned Britain 
to the gold standard—the only international system which statesmen then 
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knew—and it was three years more before the system had again become fully 
international, through the similar but unco-ordinated steps of the principal 
continental states. Now, within hardly more months than the previous 
generation took years, a new international structure has taken shape—and 
the steps of thirty-nine nations have been co-ordinated. To have attempted 
to build upon the shifting sands of the immediate post-war, in the knowledge 
that rough weather lies ahead, will seem to some to be tempting providence. 
The resultant structure will not be a permanent structure, and parts of it are 
certainly shaky. But even if the framework had not a new resilience which 
springs from knowledge that the earlier builders either lacked or would not 
use, it could scarcely be more shaky than the gold standard laboriously re- 
erected in the later ‘twenties. On the day the I.M.F. opens its doors Bretton 
Woods will already have made a major contribution to post-war order. 


But that is not enough, and much will turn upon the success of the new 
principle of resilient construction, which must face bad weather from the very 
outset. It is worth recalling—for the Bretton Woods Agreement is already 
nearly two and a half years old—the nature of this principle. The essence of 
any international exchange system is that exchange rates should be governed, 
save for narrow day-to-day fluctuations, by internationally agreed rules. The 
international gold standard, embodying the principle of rigid construction 
which most nations accepted until 1931, fixed the value of one currency in 
terms of another because each was tied to a fixed weight of gold. Hence 
domestic monetary policies were subordinated to international influences 
because if the domestic value—that is, the domestic price level—were allowed 
to diverge too far from the exchange value, the rigid standard was bound to 
snap. Nobody now regards such subordination as tolerable ; but to adopt the 
opposite procedure, whereby the exchange value of each currency is wholly 
subordinated to domestic policy, would create an international anarchy 
which, at least for nations heavily dependent upon international trade, would 
be equally intolerable. Bretton Woods is a compromise, with a slight bias 
towards the former system. The I.M.F. members agree to keep their exchange 
rates stable in terms of gold, but they are variable in case of need provided that 
(1) the change is, in effect, necessary to remove a fundamental disparity 
between the exchange value and the domestic value of the currency and (2) no 
change (or aggregation of changes) shall exceed 10 per cent. without the prior 
approval of the I.M.F. In addition, the I.M.F. provides a fund from which 
a member can borrow foreign exchange (up to the amount of its quota) to 
help it to tide over a temporary pressure and thus avoid a change in its parity. 


In detail, the principle could be improved—it was bettered, for example, 
in Lord Keynes’s original plan—but in the main it should be adequate—in 
theory. If the nations can change their parities in the only circumstances in 
which good neighbours ought to want (or need) to change them (which is 
what the formula amounts to), the whole problem of reconciling national and 
international monetary needs appears, as a matter of theory, to have been 
solved. Why, then, has Bretton Woods aroused such controversy, such 
passionate opposition ? First, because there can be no entirely objective test 
of what constitutes ‘‘ fundamental disequilibrium ’’, which must be present 
before a parity can be changed ; hence there is room for wide difference of 
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opinion, and I.M.F. members agree to be bound by the opinion of the majority. 
Secondly, since membership thus involves some sacrifice of sovereignty over 
domestic monetary policy, the whole system will break down, or will work 
only with the greatest friction, unless world economic relationships, in the 
widest sense, are such as to ensure that the gap between international needs 
(as defined by the I.M.F.) and individual domestic needs is never unduly wide. 

Everything therefore depends, first, upon the success of the leading nations, 
not only in re-creating a progressively freer system of international trade, but 
in sO organizing their several domestic economies that free international 
influences (which reflect the state of these economies) exert an expansionary 
rather than a contractionary effect upon world employment. Secondly, as a 
matter of mechanics in the I.M.F., success depends upon the minimum of 
political intervention in its counsels and decisions. 

What, against this background, is the prospect as the I.M.F. opens for 
business ? It has altered in several respects in recent months. On the wider 
plane, as the I.M.F. executive itself records, “ the organization of international 
collaboration on commerc ial policy has proceeded less rapidly than might 
have been hoped ’’; and the sweeping Republican victory at the U.S. mid- 
term elections must mean that the chances of whole-hearted American initiative 
in the liberal trade movement, which is indispensable to its achievement, have 
receded. But, on the technical I.M.F. plane, the outlook is brighter than it 
seemed after the inaugural conference at Savannah last March. 

British representatives, led by Lord Keynes, then were shocked to find 
that the Americans viewed the I.M.F. as a vehicle of inter-governmental policy 
(with American policy as a large or predominant ingredient) instead of the 
technical ‘‘ super-central banking ’”’ instrument which world experts had 
devised. The American view prevailed. It is symbolized in the choice of 
Washington (instead of America’s commercial capital) as I.M.F. headquarters, 
and in ‘the fact that the nationally appointed executive directors, instead 
of the international civil service under the independent managing director, 
have been made responsible almost for the day-to-day administration. 

It is too soon yet to judge the effect of these decisions. Keynes himself 
declared playfully but apprehensively that if the malicious fairy of politics 
had indeed cursed the children of Bretton Woods it would be best for both 
‘to fall into an eternal slumber, never to waken or be heard of again in the 
courts and markets of mankind ’’.* But if Keynes were with us still to-day 
he might be a shade less apprehensive after studying the first annual report of 
the I.M.F., prepared by the executive directors for the Governors. There 
is in this document no trace either of narrow national and political influence 
or of those meaningless but high-sounding generalities in which international 
bodies habitually disguise internal differences. On the contrary, the Executive 
Board has done some hard thinking on the problems that confront it, and, 
though plainly recognizing that the Bretton Woods institutions strive after 
an ideal, lays down some wisely practical principles to guide its operations. 

First, it has no exaggerated sense of its own importance, but frankly 





* For an account of the clash between the political and technical conceptions of the rdle of the 
I.M.F., see an article in the October issue of The Institute of Bankers’ Journal by Paul Bareau, 
who was present at the Savannah meeting. 
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recognizes that it can make only a subsidiary contribution towards creating 
the conditions under which the I.M.F. can effectively play its part. 

It would be a serious mistake tc regard the Fund as capable by itself of solving 
the economic problems the world now faces. It has neither the power nor the 
resources to do this, nor was it designed for this purpose. The function of the Fund 
is to aid members in maintaining arrangements that promote the balanced 
expansion of international trade and investment and in this way contribute to the 
maintenance of high levels of employment and real income. While the Fund can 
be of help in this direction, the attainment of these ultimate objectives—high 
levels of employment and production—must in the end depend upon the pursuit 
of appropriate national economic policies and upon the solution of other economic 
and political problems. No monetary organization, however ably devised, can be 
a substitute for wise policies in the national and international sphere. 

Secondly, though following the underlying Bretton Woods intention 
that it should start active operations as early as possible after the end of 
hostilities, the I.M.F. has no illusions either about the difficulties which that 
must involve or about the possibility of building an entirely permanent 
structure from the outset. But, while stressing the need for self-help—as 
well as international aid of a kind beyond the scope of the I.M.F.—to restore 
shattered economies, it is acting on the principle that maximum order and 
minimum instability in the exchange sphere will powerfully assist reconstruc- 
tion. Indeed, in many instances necessary international loans, whether from 
the International Bank or from national governments, will not be forthcoming 
unless a measure of exchange stability is assured. Hence the I.M.F. Board 
emphasizes that each fresh step towards free multilateral convertibility of 
currencies makes it easier and more worth while for other countries to take 
similar steps. But, so long as domestic policies continue to perpetuate 
domestic price instability, the I.M.F. can at least help to prevent it from 
spreading to other countries. 

Most important of all, it is evident—if this first report really is the guide 
to future action—that the articles in the Bretton Woods Agreement which 
recognize the need for special transitional arrangements, including continuance 
of exchange restrictions even over current transactions and changes in parities, 
will be liberally and flexibly interpreted. The directors remark that many 
currencies are weak and unstable ; in such cases they are prepared, if necessary, 
to postpone agreement upon initial exchange parities. They acknowledge, 
too, that some initial parities will later be found “ incompatible with the 
maintenance of a balanced international payments position at a high level of 
domestic economic activity’’. Such incompatibility is, indeed, especially 
likely to arise because, in the present sellers’ market, there is no need for 
countries to depreciate their currencies to encourage exports, even though 
they are fundamentally overvalued at present levels. But when the urgent 
shortages of goods diminish, the overvaluation will become an active pressure 
upon domestic prosperity. When this happens “ the Fund will be faced with 

justment, and will have to recognize the unusual circum- 
stances under which the initial parities were determined. It is just at such 
times that the Fund can be most useful in seeing that necessary exchange 
adjustments are made in an orderly manner and competitive exchange 
depreciation is avoided’. But throughout the transition period the I.M.F. 
will strive for the earliest possible removal of exchange restrictions. 

The manner in which, and the extent to which, the exchange resources of 
the Fund will be utilized cannot yet be foretold. But the directors plainly 


new problems of ad 
| 








had : 
pres 


1 
finan 
ment 
succe 
the I 
B 
they 
narrc 
Thou 
toac 
folloy 
the ‘ 
and 
recon 
ally, 
direc’ 
circu 
that, 
the FE 
the b 
and t 
reser’ 
aims 


direct 
as a 1 
fate ¢ 
many 
the h 
state: 






















READY 


FUND 


THE 











A LAKES 











had a duty to remind members that the resources are available only for strictly 
prescribed purposes. 














































The Fund provides facilities to countries that require help in meeting tem- 
porary balance of payments deficits . . . Members must not use the Fund’s 
resources for a large and sustained outflow of capital, nor is the Fund intended to 
provide facilities for relief and reconstruction . .. The Fund will clearly not 
S¢ : r lil ; nnot give foreign exchange away 
N foreigi cc] ( ber when there is no reasonable 
prospect that the member will be able to repay the Fund. Members could yt 
proverly use the Fund to finance long-term reconstruction plans which invol 
sustained use of the Fund’s resources to meet a continuing deficit in their balance 
of inter nts. The Fund is not empowered to provide financing of 
that sort 11 test of the propriety of the use of the Fund’s resources 
is not the character of the goods import 1, but rather whether the prospective 
balan of payments position of the country concerned (including long-term 
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The I.M.I*. exists, in short, to provide banking finance ; for | 
finance, members must look to the International Bankger direct govern- 
mental (As Lord Keynes remarked, the Bretton Woods twins have 


their names reversed: the Fund will act as a bank, and 


















succeeded ) 
the Bank as a fund.) 

But, though the directors have emphasized the limitations upon the I.M.F 
they are evidently determined, in the transition phase at least, to take neither 
narrow nor an unduly cautious view when judging borderline requests for aid. 
Though the Fund is not a relief agency, its resources are not thereby debarred 
to a country which is importing “ relief-type ” goods. The Fund will not try to 
follow-through the uses to which its resources are put: it will look simply to 
the ‘‘ magnitude of the use which a member makes of the Fund’s resources 
and the prospective balance of payments position of that member’’. In the 
reconstruction phase there are obvious risks that, intentionally or unintention- 
ally, I.M.F. funds will, in fact, be put to other than temporary uses. But the 
directors are prepared to “ take risks that would not be justified under normal 
circumstances ’’ ; they recognize that there will be differences of opinion, and 
that, in assuming risks, errors of judgment may be made. In other words, 
the Board is warning the governors that it does not intend to stand back from 
the boundary lines merely because it may otherwise unwittingly overstep them 
and thereby either lose money or break rules. As for internal organizz ition, it 
reserves judgment on the eventual form of its de ‘partmental structure. It 
aims meanwhile at maximum flexibility, and in framing rules and regulations 
has concentrated upon procedures of importance in the first year.* 

These principles, in short, are the stuff of which progress is made. If ate 
directors can live up to them, and carry the governors with them, the I.M.1 
as a technical instrument may yet be lie ms any fears. But its future, and the 
fate of the ideals for the achievement of which it is but one instrument of the 
many that are needed, will be determined by other hands—and they will be 
the hands of politicians. Is it too much to hope that they will not show less 
statesmanship than their chosen expert representatives on the I.M.F. ? 


































* The Rules and Regulations are printed as an appendix to the Annual Report. There are 
thus three formal documents on the structure of the I.M.F.: the Charter, or Fund Agreement 
(Cmd. 6546) ; the By-laws reproduced in (Cmd. 6800) ; and the Rules and Regulations. 
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Exchange Control Bill 


Full Text of Explanatory Memorandum 


(Presented as a White Paper, Cmd. 6954) 


The need for Exchange Control 


(1) The object of our system of exchange control is to enable us to pay 
our way abroad. To do this we must conserve and allocate our exchange 
resources and our overseas income in the interests of the community as a 
whole, so that we can be sure of being able to pay for essential food, raw 
materials and other goods and services which we must import. Before the 
war, the gap between our income from exports and the cost of our purchases 
abroad was filled by so-called “ invisible exports ""—interest and dividends 
on our investments abroad, payments for services such as shipping and 
insurance, and the like. But, during the war, many of our ships were sunk, 
and we had to sell a large part of our overseas investments, while our other 
income from abroad was much reduced by the diversion of man-power and 
industrial capacity from exports to the direct war effort. The Canadian 
and American credits are helping us to return, without an intolerable strain 
on our own people, to a peace-time economy ; but it will clearly be necessary 
for a long time ahead to husband our resources very carefully, and to control 
payments to people abroad. Without such control we should be powerless 
to prevent a swift and fatal drain on our reserves, or to play our proper part 
in world trade. 


(2) In particular we cannot afford to allow capital investment abroad unless 
this clearly serves the national interest; and everyone agrees that those 
speculative movements of short-term capital, often called “‘ hot money”, 
which so disturbed our pre-war international exchanges, are most undesirable 
and must in future be prevented. Since capital movements are not easy to 
distinguish from current transactions, we must supervise the whole range of 
foreign payments. That is the purpose of this Bill. 

(3) The Bill, and our system of Exchange Control, are fully consistent 
with our obligations to the International Monetary Fund and under the 
Anglo-American Financial Agreement (Cmd. 6708 of 1945). Indeed, the 
Bill is a necessary condition of our fulfilment of these obligations. Among 
the purposes of the Fund, as set out in Article I, are 


“.. . to promote exchange stability, to maintain orderly exchange 
arrangements among members, and to avoid competitive exchange depre- 
ciation. ... to assist in the establishment of a multilateral system of pay- 
ments in respect of current transactions between members and in the 
elimination of foreign exchange restrictions which hamper the growth of 
world trade 

The restrictions imposed under this Bill are designed not to hamper world 
trade but to assist it, and particularly to maintain the value of sterling by 
preventing speculative attacks on it. The use of Exchange Control for these 
purposes was accepted at Bretton Woods. Article VI, Section 3, begins :— 
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‘““Members may exercise such controls as are necessary to regulate 
international capital movements... .” 

In certain circumstances the Fund can expressly require the use of Exchange 
Controls under Article VI, Section 1 (a) :— 

“A member may not make net use of the Fund’s resources to meet a 
large or sustained outflow of capital, and the Fund may request a member 
to exercise controls to prevent such use of the resources of the Fund. If, 
after receiving such a request, a member fails to exercise appropriate 
controls, the Fund may declare the member ineligible to use the resources 
of the Fund.”’ 

The emphasis of the above Articles is on a liberal administration of Exchange 
Controls so that genuine current transactions are not obstructed. But the 
right and, in some circumstances, the duty, of detecting and controlling 
capital transfers is fully recognized. 

(4) Similarly the Bill is completely consistent with the obligations assumed 
under the Anglo-American Financial Agreement, and the recent Anglo- 
Argentine Agreement. Both Agreements provide for increasing freedom in 
the use of sterling for current transactions, but recognize that other sterling 
transactions may properly be controlled. 


How Exchange Control works 

(5) If we are to pay promptly for our imports, we must receive prompt 
payments for our exports ; and all useful foreign exchange, however acquired, 
must, therefore, be surrendered to the Exchange Equalization Account 
against payment in sterling. This is arranged through the banks, to whom 
much of the day-to-day administration of Exchange Control is delegated by 
the Treasury and the Bank of England. The Customs and Excise Department 
co-operate to ensure that exports outside the sterling area are properly invoiced 
and that payment is duly received. 

(6) The flow of imports into the United Kingdom is regulated, not by 
Exchange Control, but by Import Licensing, and it is through the import 
licensing machinery that we shall honour our undertaking to the United 
States and Canada not to discriminate against their exports. The British 
system of Exchange Control ensures prompt payment for all permitted imports. 
Many of these imports are paid for in sterling, because sterling is a stable 
and reliable currency, and a foreigner who acquires sterling for his exports 
to this country can spend it freely anywhere in the sterling area or convert 
it into his own currency. It is the policy of His Majesty’s Government pro- 
gressively to widen the area over which sterling currently acquired may be 
used. Our powers under this Bill will help us to fulfil the undertaking contained 
in the Anglo-American Financial Agreement, regarding the convertibility of 
sterling, after July 15, 1947, in respect of current transactions. Payments 
to sterling area countries are at present free from Exchange Control and this 
is not affected by the Bill. 


The legal framework of Exchange Control 


(7) Exchange Control at present operates under powers conferred by the 
Emergency Powers (Defence) Acts, as continued under the Supplies and Ser- 
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vices (Transitional Powers) Act, 1945. The specific powers entrusted to the 
Treasury are contained in the Defence (Finance) Regulations (S.R. & O. 
1939 No. 1620 as amended). These Regulations were added to and modified 
considerably between 1939 and 1942 and are not in suitable form for peace 
conditions. The Exchange Control Bill accordingly re-writes the powers, 
dropping those no longer required and adding a few new provisions (see 
paragraph 16). It is necessary to provide comprehensive powers of control, 
in order to check attempts at speculative capital withdrawals and other forms 
of evasion and trickery, and because the degree to which control is necessary 
may vary from time to time. The Bill, therefore, provides that the Treasury 
may regulate our external payments. But the Treasury’s present powers to 
issue exemption orders will continue to be freely used, and Exchange Control 
will not be administered more stringently than hitherto. 

(8) Foreigners may ask how the Bill affects them. Exchange Controls 
must clearly operate mainly on a territorial basis, rather than on that of 
nationality, since foreign exchange paid to a British national abroad is as 
much lost as if it were paid to a foreigner. But, in practice, the foreigner 
is not normally asked to surrender currency of bis own country and, if he 
settles here, he can enjoy the ordinary facilities of a British resident. When 
he returns to his own country he can draw his income from here on the same 
terms as though he had remained at home throughout. There is no discrimina- 
tion against foreigners as such, but they must conform to our rules while 
they are here, just as they are expected to observe our rules of the road. 


The Contents of the Bill 

(9) Part I restricts dealing in gold and foreign currency except with 
authorized dealers (principally banks), and requires gold and most foreign 
currencies to be sold to them. The authorized dealers in turn are obliged to 
sell to and buy from the Exchange Equalization Account. By this means 
official exchange rates are maintained and the central supply of exchange 
is fed. 

(10) Part II prevents payments to persons outside the sterling area, except 
with Treasury permission. While it is necessary to supervise all types of 
payment, it is intended to issue Payments Orders (as hitherto) under Clause 31 
exempting approved classes of payments, which the banks can then handle 
without formality. 

(11) Part III maintains the existing control over the issue and transfer of 
securities where non-residents are concerned, and introduces a new control 
over foreign and bearer securities for reasons which are explained in para- 
graph 16. These controls are essential to prevent the flight of capital i 
unauthorized investments abroad, and the dissipation of our remaining foreign 
investments. The present power to require foreign securities to be sold com- 
pulsorily to the Treasury has been dropped. 

(12) Part IV continues present controls over import and export of currency 
notes, securities, etc., and provides the necessary powers to ensure that exports 
are properly paid for. 

(13) Part V contains miscellaneous provisions concerning the prompt collec- 
tion of debts, control of foreign subsidiaries, and ancillary matters. Clause 26 
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is a new — to prevent evaders of the control from continuing to enjoy the 
benefits of their evasion. 

(14) Part VI contains, in addition to definitions and other formal provisions, 
the important power already mentioned to make exceptions by Treasury 
Order, and new powers (C lause 40) over emigrants which post-war conditions 
require. 

(15) The Schedules are supplementary to the Clauses which refer to them 
and introduce no important changes 


Principal Ch t Exchange Control 

(16) Se ail isin changes have already been mentioned, notably the 
abandonment of the power to require foreign securities owned by United 
Kingdom residents to be sold to the Treasury. This does not affect the posi- 
tion of securities already acquired by or placed at the disposal of the Treasury 
under the Tinancial Powers (U.S.A. Securities) Act, 1941. All references to 
“enemy ”’ interests have also been eompel, 2 as they are provided for in the 
Trading with the Enemy legislation. One important new control is proposed. 
During the war all readily usable foreign securities were registered with the 
Bank of England and those in this country not acquired or pledged by the 
Treasury, together with many British bearer securities, were removed to 
Canada for safe custody. But they have now come back, and, under peace 
conditions, new safeguards against the transfer of British owned securities to 
foreign ownership, save for value received, are needed. Securities on a United 
Kingdom register can usually only be transferred with the co-operation of the 
British registrar, who is required to satisfy himself that the authorities have 
approved the transfer which he records. For the other securities it is proposed 
to introduce a parallel safeguard, by requiring them after an appointed date 
to be lodged with or to the order of an approved bank chosen by the owner 
of the security. The ownership of such securities will not be affected by these 
arrangements, and (if the securities are free of any ~~ of enemy owncr- 
ship at any stage) the bank will collect dividends, etc., for the owner ; but the 
document of title will not pass out of the keeping of a bank until it is howler 
for redemption. It is hoped by these means without any burdensome restric- 
tion on the owners, to prevent illicit transfer of such securities. Arrangements 
will be made to meet the reasonable requirements of brokers, solicitors and 
others who may need temporarily to hold such documents. 


Exchange Control and International Relations 

(17) We are not alone in needing Exchange Control, nor is our system 
unique. It is paralle ‘led by similar systems, not only throughout the Empire, 
but in many foreign countries. Most of these rest, at the moment, on war- 
time powers, but the foundations of the New Zealand control were laid by an 
Act of 1936, and in recent months Canada and Czechoslovakia have enacted 
legislation to put their controls on a peace-time basis. Other Governments are 
expected to do the same. It is the policy of His Majesty’s Government to 
co-operate with all Governments whose Exchange Controls are based on 
similar principles, with a view to promoting order in this complex and difficult 
field. Without orderly exchanges, the recovery of international trade, on 
which so much of our own prosperity depends, would be seriously endang vered. 
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New Powers Conferred by Bill 


PROVISIONS RELATING TO BEARER AND FOREIGN SECURITIES 


In the main, the Exchange Control Bill re-writes the powers of exchange 
control conferred by the Emergency Powers (Defence) Acts, and continued under 
the Supplies and Services (Transitional Powers) Act, 1945, and operated through 
the Defence (Finance) Regulations made under the authority of these Acts. (See 
S.R. & O. 1939 No. 1620, and subsequent amendments by later Orders). The 
new Bill does, however—as earlier articles in this issue explain—add to these powers 
in one important respect: it requires holders in the United Kingdom of British 
bearer securities, and of any other securities not registered in the United Kingdom, 
to lodge the relevant certificate of title with an approved bank. The text of the 
clauses of the Bill imposing this new control is reproduced below, together with 
that of Clause 26, which is a further new provision to prevent evaders of exchange 
control ~~ continuing to enjoy the benefits of their evasion. 


15.—(1) This and the next following section apply to any security except— 

(a) a security which is registered in the United Kingdom otherwise than in a 
subsidiary register, and on which none of the dividends or interest is payable on 
presentment of a coupon; and 

(6b) any such other securities as may be prescribed, 

and in the following provisions of this section and in the next following section the 
expressions “ security’, “‘ certificate of title’’ and ‘‘coupon’’ mean respectively a 
security to which the said sections apply, a certificate of title to such a security, and a 
coupon representing dividends or interest on such a security. 

(2) It shall be the duty of every person by whom or to whose order (whether directly 
or indirectly) a certificate of title is held in the United Kingdom, and of every person 
resident in the United Kingdom by whom or to whose order (whether directly or indirect ly) 
a certificate of title is held outside the United Kingdom, to cause the certificate of title 
to be kept at all times, except with the permission of the Treasury, in the custody of an 
authorized depositary, and nothing in this Part of this Act shall prohibit the doing of 
anything for the purpose of complying with the requirements of this subsection. 


(3) Except with the permission of the Treasury, an authorized depositary shall not 
part with any certificate of title or coupon required under this section to be in the custody 
of an authorized depositary : 

Provided that this subsection shall not prohibit an authorized depositary— 

(a) from parting with a certificate of title or coupon to or to the order of another 
authorized depositary, where the person from whom the other authorized 
depositary is to receive instructions in relation thereto is to be the same as the 
person from whom he receives instructions ; 

(6) from parting with a certificate of title, for the purpose of obtaining payment of 
capital moneys payable on the security, to the person entrusted with payment 
thereot ; 

(c) from parting with a coupon in the ordinary course for collection. 


(4) Except with the permission of the Treasury, no capital moneys, interest or 
dividends shall be paid in the United Kingdom on any security except to or to the order 
of an authorized depositary having the custody of the certificate of title to that security, 
so, however, that this subsection shall not be taken as restricting the manner in which 
any sums lawfully paid on account of the capital moneys, interest or dividends may be 
dealt with by the person receiving them. 

(5) Except with the permission of the Treasury, an authorized depositary shall not do 
any act whereby he recognizes or gives effect to the substitution of one person for another 
as the person from whom he receives instructions in relation to a certificate of title or 
coupon, unless there is produced to him the prescribed evidence that he is not by so 
doing giving effect to any transaction which is prohibited by this Act. 
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(6) Where a certificate of title which under this section should for the time being be 
in the custody of an authorized depositary is not in the custody of an authorized 
depositary, then, except with the permission of the Treasury, no person shall in the 
United Kingdom, and no person resident in the United Kingdom shall outside the United 
Kingdom, buy, sell, transfer, or do anything which affects his rights or powers in relation 
to, the security. 

(7) Except with the permission of the Treasury, no person in or resident in the United 
Kingdom shall, in the case of a certificate of title with coupons (whether attached or on 
separate coupon sheets), detach any of the coupons otherwise than in the ordinary course 
for collection. 

16.—(1) Where a certificate of title to a security is by the last preceding section 
required to be and is in the custody’ of an authorized depositary, the provisions of this 
section shall, except so far as the Treasury otherwise direct, have effect in relation thereto 
until— 

(a) there are delivered to him the prescribed declarations as to the ownership of the 
security and the residence of the owners thereof ; and 
















(b) in the case of a certificate of title which— 
(i) would.ordinarily be accompanied by coupons (whether attached or on 
separate coupon sheets) ; but 
(ii) when it comes into the custody of the authorized depositary wants, in 
order to render it complete, any coupons which would not in the ordinary 
course have been detached for collection, 
there have also been deposited with him the coupons so wanting at the time 
when the certificate of title comes into his custody : 

Provided that where the said declarations have been delivered to an authorized 
depositary and he has parted with the certificate of title, paragraph (a) of this sub- 
section shall not again apply on the certificate coming into the custody of another 
authorized depositary or again coming into his own custody. 










(2) Except with the permission of the Treasury, the authorized depositary shall not 
part with or destroy the certificate of title or any coupons belonging thereto, otherwise 
than as mentioned in paragraphs (b) and (c) of the proviso to subsection (3) of the last 
preceding section, or do any act whereby he recognizes or gives effect to the substitution 
of one person for another as the person from whom he receives instructions in relation 








thereto : 
Provided that, where the person from whom an authorized depositary receives 


instructions in relation to any certificate of title becomes bankrupt in the United Kingdom 
or dies, this subsection shall not prohibit the authorized depositary from recognizing 
the trustee in bankruptcy or personal representative as the person entitled to give 
instructions in relation to the certificate of title. 
(3) The authorized depositary shall place any capital moneys, dividends or interest 
on the security received by him to the credit of the person by virtue of whose authority he 
received them, but shall not permit any part of the sums received to be dealt with except 
with the permission of the Treasury. 7 












26.—(1) Where a person— 
(a) has made any payment which is prohibited by this Act; or 
(b) being bound under this Act to offer or cause to be offered any specified currency 
to an authorized dealer, has otherwise disposed of that currency, 

the Treasury may direct him to sell or procure the sale of any property which he is entitled 
to sell or of which he is entitled to procure the sale, being property which represents, 
whether directly or indirectly, that payment or that specified currency, as the case may 
be, and may by the same or a subsequent direction specify the manner in which, the 
persons to whom and the terms on which the property is to be sold. 










(2) Without prejudice to the generality of the provisions of subsection (1) of this 
section, the power conferred thereby on the Treasury to give directions shall extend to 
the giving of directions that the property shall be assigned to the Treasury or to a person 
specified in the directions. 
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Joint Accounts in Law and Practice 


I—Accounts in Credit 


By C. R. W. Cuckson 


T is elementary that in opening an account in the joint names of two or 

more persons, a banker should be careful to obtain the instructions, pre- 

ferably in writing, of all th e account-holders, indicating whether withdrawals 
from the account are to be made by any one, two, or less than all of them, or 
whether all are to sign on “each withdrawal. The instructions may, if the 
parties wish, include the delivery to less than all of securities, boxes or parcels 
deposited in the joint names. 

Such a mandate is revocabl ‘any of the parties at any time, and if « 
of them becomes of unsound mind, or becomes bankrupt, it will be cee aerey 
cally revoked as regards that party. In that event, unless the account-holders 
are partners (see below), the banker cannot safely allow the other parties to 
draw on the account, or to withdraw any articles deposited. The question 
of the distribution of the credit balance, or the articles, between the receiver 
in lunacy, or the trustee in bankrupicy, and the other parties, must ‘then be 
settled by agreement, or by a decision of the appropriate Court. 

The death of one of the parties, of course, revokes the mandate as regards 
his estate, and it now app ars to be generally agreed that at all events the legal 
(as distinct from the beneficial) title to a joint credit balance passes to the 
survivor. 

Sir John Page (Law of Banking, 4th Edition, p. 14) says that the right 
of the survivor to the whole amount of the credit balance “ in ordinary cases ”’ 
arises either under the law of devolution between joint owners or by custom 
of bankers and implied agreement. 

Hart (Law of Banking, 4th Edition, p. 321) says: ‘‘ Upon the death of 
one party the survivor is entitled to the credit balance then existing. This 
has long been the prevalent view, and as effect has been given to it in ordinary 
practice, it may now be considered an implied term of the contract made 
between a banker and his customers on the opening of a joint account ”’ 

It does not follow that the survivor will in all circumstances be benefi- 
cially entitled, as between himself and the personal representatives of the 
deceased, to retain the whole balance for his own use, but the banker will not, 
it is thought, be concerned with the beneficial title to the money. It is sufficient 
for him to know that the legal title has passed to the survivor, who will have 
the right to continue the account in his own sole name. 

Sir John Paget was inclined to regard the case of a joint account in the 
names of husband and wife, where all the money is provided by the husband, 
and the wife draws on the account only for convenience during the husband’s 
illness, as being an exception to the general rule in the event of the husband’s 
death leaving the wife surviving. Such were the facts in Marshall v. Crutwell 
(1875), and Jessel, M.R., held that the arrangement, made solely for con- 
venience, rebutted the usual presumption of an intention on the husband's 
part to make a provision for his wife ; with the result that the wife was not 
entitled to retain the balance. But it is submitted that this was a decision 
regarding the beneficial title to the money, and that the bankers would have 
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acted correctly in paying it to the wife as survivor, leaving the question of the 
ownership to be fought out between the wife and the husband’s representatives. 

The modern tendency of the Courts seems to have been towards, rather 
than against, an implied intention on the husband’s part to make a provision 
for his wife when he deposits money in the joint names. Thus in Re Harrison : 
Day v. Harrison (1920), where a husband opened a joint current account in 
the names of himself and his wife (either to draw) and also a joint deposit 
account, but did not inform her that he had done so, and the deposit receipt 
was found after his death among his papers, accompanied by a memorandum 
showing how he wished the money to be disposed of, it was held by Russell, J., 
that the money in both accounts belonged to the wife as survivor, and that 
the memorandum did not 1aise any presumption that the husband regarded 
the deposit as his own property. 

When a father makes a deposit in the joint names of himself and his child, 
there is a similar presumption of an intended “ advancement ”’ for the benefit 
of the child, but thi is may be rebutted by evidence of another intention. In 
the remarkable case of McEvoy v. Belfast Banking Company (1935), decided 
by the House of Lords on appe al from Northern ireland. a father had deposited 
£10,000 in the joint names of himself and his son, who was then aged only 15, 
and who took no part in the tr unsaction. On the father’s instructions the bank 
marked the deposit receipt “‘ payable to either or survivor ’’, but on the father’s 
death, while the son was still an infant, the bank disregarded the arrangement 
and paid the money to the father’s executors. By his will the father had left 
all his estate to his executors in trust for his son on attaining the age of 25, 
directing that in the meantime his business should be carried on for the son’s 
benefit. The executors did not include the £10,000 in their Estate Duty 
affidavit, and there was evidence that the father had been under the impression 
that Estate Duty would not be payable on the joint deposit passing to the son 
by survivorship, and that this, and not any intention of an advancement, was 
his object in placing the money in the joint names. 

The executors used the money with the rest of the estate in carrying on 
the business, in which the son took part as he grew older, both before and 
after attaining his majority. The business was not successful, and the greater 
part of the mone was lost in carrying it on. On attaining the age of 25 the 
son sued the bank to replace the money, on the ground that it should have 
been held on his behalf instead of being paid to his father’s executors. 

The House of Lords concurred with the Courts below in dismissing the 
action, but the members of the House gave different, and very instructive, 
reasons for dismissing it. 

In Lord Atkin’s oe ep contract with the bank for payment to “ either 
or survivor ’’ was made by the father on behalf of himse lf and his son, and if 
ratified by the son on attain ing his majority might have been enforced by 
him ; but by concurring wit : the executors in using the money in the business, 
the son had represe sed nny the bank that he was content to have the money 

pplied as part of his father’s estate, and was therefore precluded from ratifying 
the contiact for payment to himself. But for this “‘ estoppel by conduct ”’ 
the money would have been correctly payable to the son as survivor, and 
Lord Atki in said: ‘‘ The argument (to the contrary) appears to me inconsistent 
with well established banking practice, and likely to impair the confidence in 
deposits made in joint names ’ 


‘ 
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Lord Thankerton considered that the father had not purported to act as 
his son’s agent in forming the contract ; otherwise he (Lo1d Thankerton) 
would have agreed with Lord Atkin. 

On the other hand, in the opinion of Lords Warrington and Macmillan, 
the real question was not the effect in Jaw of the contract, but what would be 
the position in the view of a court of equity. Clearly in equity the executors 
were entitled to receive the money and to apply it under the will. The son 
was a mere “ volunteer ’’, and as such would not have been aided by a court 
of equity. The presumption of ‘‘ advancement ”’ was rebutted by the father’s 
expressed intention. But nevertheless the bank ought not to have paid the 
money to the executors, but should either have brought proceedings against 
the executors and the infant, or at any rate should have refused to act without 
the directions of the Court. 

The suggestion that the banker may be bound to regard the equitable title 
to money passing by survivorship is disquieting, but the circumstances were 
very special, and it is to be noted that none of the noble lords thought that 
the money was correctly paid to the executors. If the son had been of age 
at the time of his father’s death it might have been paid to him, and no 
difficulty would have arisen. 

With regard to securities deposited in joint names, it is submitted that 
these may be delivered to the survivor if they are such that the legal title to 
them passes by survivorship. Of this nature are, for example, bearer securities, 
stocks and shares registered in the joint names, mortgages in the joint names, 
and title deeds of property held in joint tenancy or in undivided shares, where 
the legal estate is vested in the depositors as trustees for sale. On the other 
hand, chattels such as plate, which may be the subjects of ownership in 
common, should not be given up to the survivor without the concurrence of the 
representatives of the deceased. Boxes and parcels of unknown contents 
should be opened in the presence of the representatives and the survivors. 

If joint account holders are “‘ carrying on a business in common with a 
view of profit ’’ they will be partners, whether a partnership agreement in 
writing exists or not, and “ business ’”’ includes “ every trade, occupation or 
profession ”’ (Secs. I and 45 of the Partnership Act, 1890). 

As long as the joint account is kept in credit, and a joint authority with 
regard to signatures is held, the banker will not usually be concerned to inquire 
whether his customers are partners or not ; but if they are, and one of them 
becomes bankrupt, or of unsound mind, the other partners will be entitled to 
carry on the business, and for that purpose to utilize the credit balance. The 
trustee in bankruptcy, or the receiver in lunacy, as the case may be, will not 
be entitled to an aliquot part of the credit balance, or of the other assets of 
the firm, but only to the bankrupt’s or patient’s share of the ultimate surplus 
after all the assets have been realized and all the debts paid, unless the partner- 
ship agreement, if any, provides for a different method of valuing his share. 

Similarly, on the death of a partner, the survivors will be entitled to 
utilize the firm’s credit balance to carry on the business, without interference 
by the personal representatives of the deceased partner. Unless the partner- 
ship agreement otheiwise provides, the survivors should continue the business 
only in order to wind it up (Sec. 38 of the Act), but the banker will not usually 
be concerned to inquire into their behaviour, unless he becomes aware of some 
obviously improper transaction (Backhouse v. Charlton, 1878). 
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New Light on Irish Banking 
By Laurence Hooper 


T tte banking system of Eire operates under conditions very different from 





those postulated by accepted banking theory. It has adapted itself as best 

it can to the existing conditions and in doing so it has developed—like 
some other countries without organized money markets—some features of 
rather doubtful economic merit—especially from the standpoint of the Central 
Bank. 

Nine banks operate in Eire through several hundred branches. Eight of 
them also operate in Northern Ireland as well as one which confines its business 
to Northern Ireland. In principle, the type of business transacted is very 
similar to that of the English banks except that there is no money market in 
Eire, and the banks as a general rule do not discount Treasury bills or trade 
bills. Eire has established a separate currency unit, the Eire pound, exchange- 
able pound for pound against sterling, in which all debts, including bank 
deposits and advances, are legally reckoned, and has set up the Central Bank of 
Ireland to issue Legal Tender Notes in the new currency. But these changes 
have had so little impact upon the economic life of the country that the banks 
still publish their balance sheets showing their assets and liabilities in Eire and 
in Northern Ireland under the one indication, “f’’. Eire’s trade with the 
United Kingdom also is transacted in “ {’s’’, without distinction between Eire 


f{’s and sterling, and there is a completely free flow of sterling into and out of 


Eire, where it passes as currency. The technical conditions of the new Eire 
currency, however, differentiate clearly between bank assets and liabilities 
inside and outside Eire. 

The fundamental peculiarities of the banking system in Eire may be 
briefly summarized :— 

(1) Except to a negligible extent, neither the Central Bank nor the 
commercial banks have ever used their credit-creating powers, directly or 
indirectly, to finance domestic government expenditure, and the govern- 
mental banking function is confined to the receipt and disbursement of 
current Government revenue or borrowings from the public. 

(2) The investments both of the Central Bank and of the commercial 
banks consist almost entirely of securities of the British (7.e., a “‘ foreign ’’) 
Government. 

(3) The purchase and sale of these securities take place through the 
London Stock Exchange (7.e., in a “ foreign ’’ market). 

The securities of the Central Bank ensure the redemption of its Legal Tender 
Note Issue pound for pound in sterling ; being British Government securities, 
they can at any time be sold in London and the proceeds taken in Bank of 
England notes with which to pay Eire Legal Tender Notes presented for 
redemption. The British Government securities held by the commercial banks 
as cover for their liabilities in Eire can at any time be sold in London and the 
proceeds, taken in Bank of England notes, can be used to obtain Eire Legal 
Tender Notes from the Central Bank with which to meet demands for with- 
drawals of deposits in cash. The British Government securities held by the Eire 
banking system thus fulfil a function entirely different from that of similar 
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securities held by the English banking system. An “ open-market”’ sale of 
securities by the Bank of England is voluntary and is intended to cause a con- 
traction in the cash available to the English banks and public and thereby to 
influence credit conditions within the English banking system. A sale of 
securities by the Central Bank of Ireland, however, is obligatory: it takes 
place outside the Eire banking system to provide Bank of England notes when 
required to redeem its Legal Tender Notes in sterling—it is a response to, but 
never a cause of, changes in the credit situation. 

Again, if a sale of securities by an English commercial bank increases its own 
cash holdings, it normally does so only by reducing the cash held by the other 
English bs ike and the public ; no change takes place in the total supply of 
available cash. A sale of securities by an Irish bank (through the London 
Stock Exchange), however, does increase the total of actual cash available to 
the banks and public in Eire. The real function of the British Government 
securities and other sterling assets held by the Eire banking system is to provide 
a means by which the surplus cash reserves of the system can be held in a 
convenient, profitable and readily realizable form. In the hands of the Central 
Bank, they represent its reserves of foreign currency, In the hands of the 
commercial banks, the y are something more than “ investments,” in the sense 
in which English banks hold investments—as a means of utilizing their credit- 
creating powers to the extent allowed by the 10° cash ratio when the demand 
for advances has been met ; for the Eire banks, they are the equivalent of cash 
and form part of commercial bank cash reserves. Under the Sterling Exchange 
Standard, sterling securities are, and are intended to be, the equivalent of gold 
under a gold standard ; hence they should be regarded as cash in any liquidity 
evaluation of the banking system in Eire. 

The banks in Eire are not obliged, either by law or by custom, to maintain 
minimum cash ratios, but, from the available statistics, it appears that they 
endeavour to maintain maximum ratios of immediately available cash, either 
as till money or as balances with the Central Bank or other Eire banks, of about 
5°, of their liabilities in Eire. When a favourable balance of payments increases 
their cash assets in the form of sterling (foreign) balances (against a correspond- 
ing increase in domestic deposits), the Irish banks restore their 5°% ratio of 
immediately available cash by selling an appropriate fraction of the sterling 
balances to the Central Bank of Ireland, and then use the surplus sterling 

balances to acquire sterling assets in London. The increased bank deposits 
resulting from the receipt of the sterling balances are then wholly covered by 
the newly acquired sterling assets and whatever small amount of new cash is 
required to maintain the 5°, ratio in Eire ; no other change takes place in the 
volume of bank deposits in Eire. 

This process of acquiring British Government securities or other sterling 
assets in exchange for sterling balances should not, moreover, be regarded 
simply as an alternative to the purchase of investments in Eire. As the British 
securities can at any time be re-converted into sterling and thence into Eire 
Legal Tender Notes at the Central Bank, they remain available to the banks as 
cash reserves. Their purchase does nothing to reduce the true cash reserves of 
the banks. Nor—and in one sense this is even more significant—does it reduce 
their ability to purchase securities or to make advances in Eire to the full 
extent allowed by true cash reserves (comprizing both actual cash in Eire and 
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the available sterling assets) and by whatever they regard as their minimum 
cash ratio. 

The Irish banks, as has been indicated, hold negligible amounts of Irish 
securities, while their advances have been slowly declining for many years. 
Hence their domestic assets do not alter in response to changes in cash holdings. 

The accompanying tables show the changes in commercial banks’ liabilities 
and assets in Eire, and changes in liquidity ratios, between 1938 and 1945. 
The trends and relationships which emerge scarcely conform to any recognized 
theory of banking. The increase in deposit and note liabilities, it will be seen, is 


TABLE I 
CoMMERCIAL BANKS: ASSETS AND LIABILITIES IN EIRE 
(Average of figures for a selected date in each of the three months ended December 3r. 
Source : Statistical Bulletin of the Central Bank of Ireland) 




















1938 1945 
£000 £000 
Capital and Reserves a “a Sut oa or 10,304 10,619 
Notes me i a a Ka “a ae 5,142 3,127 
Deposits a iii - si os ‘i i 113,963 207,449 
Other Liabilities .. as ioc i ea sa 3,092 6,126 
Total Liabilities in Eire .. ae a i ‘a 132,501 227,321 
Cash and balances with other banks in Eire .. ‘a 5,606 12,437 
Investments in Eire including Money at Call and 
Notice and Government Bills ae “ oe 10,539 12,358 
Advances and Accommodation Bilis is ry she 51,297 49,206 
Other Assets in Eire aia ee oa ue wf 3,671 4,016 
Total Assets in Eire ‘ pi 71,113 78,017 
External Assets held against Liabilities i in 1 Ei ire - 61,388 149,304 
Total Assets held against Liabilities in Eire .. a 132,501 227,321 
TABLE II 
CoMMERCIAL Banks: Ligurpity Ratios 
1938 _ 1045 
£000 % £000 % 
of 
Liab- Liab- 
ilities ilities 
Cash and (external) cash- neat assets 66,994 50.6 161,741 7.2 
Investments in Eire, etc. .. A ea 10,539 8.0 12,358 5-4 
Advances, etc. ar en re ‘4 51,297 38.7 49,206 21.6 
Other assets i se wa = 3,671 2:7 4,016 1.8 





132,501 100.0 227,321 100.0 




















entirely accounted for by the increase in external assets and increased cash 
within Eire. There has been no domestic creation of credit whatsoever, the 
increase in liabilities being caused exclusively by the lodgment with the banks 
of the sterling proceeds of favourable balances of payments. Cash and cash- 
producing external assets have increased by over 140% during the seven years 
and their ratio to total liabilities has risen from 50.6% to the extremely high 
level of 71.2% —4+.e., £7 out of every {10 of total liabilities is covered in cash or 
its equivalent. 

Moreover, only one-fifth of bank deposits in Eire comprize current accounts 
(against which cheques can be drawn), so that the lodgment with the banks of 
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Eire during the years 1938-45 of the proceeds of favourable balances of pay- 
ments amounting to some {100 millions, the equivalent of cash for the banks, 
has provided the public with mobile purchasing power in the form of current 
accounts to the extent, say, of only {20 millions. In England, by contrast, an 
increase in bank cash by {100 millions would be utilized, through the 10% cash 
ratio, as the basis for an expansion of total deposits by £1,000 millions, of 
which about £330 millions would be current accounts. Obviously Irish banking 
is not guided by classical English principles—or by any of the more expansive 
theories. 


The Central Bank of Ireland, like the commercial banks, provided 100°, 
cash cover for the increase in the liabilities from 1938 to 1945. Its Legal Tender 
Note Issue increased by £28 millions—from {11 millions to £39 millions—while 
its assets, Gold and British Government Securities, likewise increased by £28 
millions. The new assets, of course, were acquired in exchange for sterling 
obtained through favourable balances of payments. It follows that the increase 
in the money supply in Eire in the two forms of note currency and bank depo- 
sits was accounted for entirely by “‘ imports ”’ of sterling received in exchange 
for goods and services, the sterling being converted in Eire into Legal Tender 
Notes and bank deposits. 


In theory, the Irish banks could follow a much more profitable policy, for, 
as it is, their earning assets are much less than they would be if domestic credit 
were expanded ; but, in fact, they have no option. They have repeatedly 
stated, and there is no reason to doubt, that no credit-worthy borrower has 
ever been refused accommodation. Hence it must be accepted that there has 
been no effective demand for advances at current interest rates which could 
have been utilized to increase bank deposits. On the other hand, the Irish 
banks could not increase their deposits in Eire by purchasing Eire Government 
securities because the existing issues of such securities were and still are very 
limited and too tightly held.* The total of Eire Government securities at 
present quoted on the Stock Exchange amounts only to some £75 millions, of 
which a considerable quantity appears to be held by various Government 
Departments. 


For the same reason it would have been impossible for the Central Bank of 
Ireland, even if it wished to do so, to purchase Government securities, and there 
are no other securities in Eire suitable as Central Bank Investments. The 
Central Bank was thus precluded from increasing its liabilities—in effect, its 
note issue—otherwise than in exchange for sterling. In these circumstances, 
during the years 1938 to 1945, not only was the money supply in Eire increased 
solely by the import of the sterling proceeds of favourable balances of payments 
but there was no other means by which it might have been increased (apart from 
the possibility of direct loans to the Government). Such a situation has, in 
fact, existed in Eire at least since the separate State was established in 1922. 
The amount of domestic Government securities has at no time exceeded the 


* Mr. William E. Crawford, representing the Irish Bankers’ Joint Committee at the hearing on 
15/2/46 before the Wages Advisory Tribunal of an application by the Irish Bank Officials’ Associa- 
tion for a supplementary bonus, said, ‘‘ It is at present impossible to purchase Eire or Northern 
[reland Government Stocks and even if they could be purchased, it would be exceedingly slow 
owing to the number available being very limited.’ 
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present {75 millions, and the volume of bank advances has slowly declined 
during the quarter century. 

It will readily be perceived that the Central Bank of Ireland, although it 
has the sole right of issuing legal tender currency in Eire, has no effective control 
over its own note issue or over the volume of credit in Eire. It must issue Legal 
Tender Notes pound for pound against Bank of England notes when presented 
and it must redeem its notes in Bank of England notes on demand. It is unable 
to increase its note issue of its own volition as it cannot in practice purchase 
securities in Eire ; hence, similarly, it is unable to reduce its note issue by selling 
Eire securities in Eire—for the simple reason that it does not hold any. Even 
if it were able to operate upon the note issue in this fashion, it would be unable 
to influence the volume of credit in view of the very large amounts of cash- 
producing assets held by the commercial banks, which dwarf the funds available 
to the Central Bank. It will also be recognized that the Bank of England can 
have no control over the volume of credit in Eire—except that, insofar as its 
operations affect the price level in England, it can influence the price level in 
Eire. This follows from the fact that, so long as the Eire { is maintained at 
parity with sterling, there can be no difference in normal times between the 
price levels in the two countries except the margin attributable to tariffs, 
bounties or freight charges, etc. 

It must be recognized that Eire’s very large favourable balances of pay 
ments of the war years were abnormal. It is not suggested that the sterling 
assets accumulated during this period should necessarily have been used as the 
basis for credit expansion, or that they could be so used now—without provision 
for the drain upon them through increased imports. Even before the war the 
banking system in Eire held sufficient sterling assets to allow for credit expan- 
sion on an immense scale with ample margin for external deficits, and it is 
possible that the wisest course would be to sterilize the sterling assets acquired 
during the war and to prevent their being used as the basis of credit expansion. 

Nevertheless, in view of distortion of the banking system arising from the 
impossibility of increasing the domestic money supply otherwise than through 
favourable balances of payments, it cannot be accepted that the volume of 
purchasing power in Eire has ever adjusted itself to the optimum level—at all 
events from the standpoint of the banks. Nor is there any reason to believe 
that it will do so in the future if conditions remain unchanged. The steady 
stream of large scale emigration due to under-employment, and the static low 
level of bank advances despite rising prices, both typical indications of mal- 
adjustment, point to some unfavourable influence in Eire which does not 
affect other countries. Is it possible that this is associated with the extra- 
ordinarily cumbersome method by which the supply of purchasing power is 
increased ? 

For the future, it is clearly desirable for the orderly development of 
economic life in Eire that conditions should be established in which the com- 
mercial banks and especially the Central Bank can exercise their respective 
natural functions of creating and controlling the supply of credit and currency, 
and can maintain the volume of purchasing power at the optimum level while 
also fulfilling the function of indirectly financing capital expenditure of the 
Eire Government by purchasing its securities. The keystone in the banking 
system in Eire, as in any other country, should be the ability of the Central 
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Bank to vary the extent of its own commitments—including, of course, the 
note issue—and thereby to regulate the credit-creating capacity of the commer- 
cial banks. To move towards such conditions would, of course, require radical 
measures such as the withdrawal of the British Government securities and other 
sterling assets from the commercial banks and the substitution of similar 
domestic assets or of compulsory interest-bearing deposits with the Central 
Bank. To facilitate future variations in the volume of currency and credit, an 
ample supply of Eire Government securities, on “ tap” if necessary, needs to 
be available for purchase by the Central Bank and by the commercial banks. 
If these conditions were satisfied there would be no reason why the future 
development of Irish banking should not follow the conventional lines of 
orthodox banking. 


Legal Decisions, 1925-1945 
(viii) The Lending Banker — Bankruptcy; Miscellaneous Cases 


By a Lecturer in Banking 


HE Bankruptcy Act, 1914, contains more than one provision capable of 

causing loss to a banker who has lent money to a customer subsequently 

adjudged bankrupt. There is Section 44 (1) which says: “... Every 
payment made... by any person unable to pay his debts as they become 
due from his own money in favour of any creditor . . . with a view of giving such 
creditor, or any surety or guarantor for the debt due to such creditor, a pre- 
ference over the other creditors, shall . . . be deemed fraudulent and void as 
against the trustee in bankruptcy ”. This somewhat complicated set of words 
is a description of Fraudulent Preference, one of those evils against which it is 
impossible to guard as long as normal lending operations continue to be under- 
taken. Re J. S. Lyons—ex parte Barclays Bank v. The Trustee (1934) is a good 
example of the effect of Section 44 and of its limits. Lyons had a permitted 
bank overdraft of £2,000, secured by the guarantee of his father. By March, 
1932, Lyons knew that he was insolvent. A bankruptcy petition was presented 
against him the following October, a receiving order followed in November, and 
he was adjudicated bankrupt on December 9. 

On September 12, the overdraft had been reduced just below £2,000, and 
never afterwards exceeded that figure. By that time Lyons had ceased to pay 
anything to the general body of his creditors, but proceeded to pay to the credit 
of his bank account moneys collected from his debtors, thus gradually reducing 
his overdraft by nearly £700. By the date of the petition the debt stood at 
about £1,300, which sum the guarantor paid. The trustee, on finding out what 
had happened, asked for a declaration that the reduction of £700 constituted a 
fraudulent preference of the bank and for the guarantor. Clauson, J., held that 
the fair inference from the facts was that Lyons had acted with the dominant 
intention of relieving his father of his liability under his guarantee. The result 
was that the payments were held to be fraudulent and void and the judge 
made an order for repayment against the bank, which appealed. 
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The Court of Appeal reversed this decision, the substance of its judgment 
being as follows :—Lyons’ bank account was an ordinary business account 
into which cheques were paid and on which cheques were drawn. It was 
admitted by the trustee that prior to September 12 there had been no intention 
to prefer. The evidence showed that after that date Lyons continued to operate 
the account in exactly the same way as he had done previously—he paid in 
and he drew money out. To deduce that the only explanation of his acts was 
that the debtor was minded to 1elieve his father from liability overlooked the 
essential nature of fraudulent preference as indicated by Lord Tomlin in a 
recent House of Lords decision (Peat v. Gresham Trust) :—‘‘ The onus is on 
those who claim to avoid the transaction to establish what the debtor really 
intended ... The onus is only discharged when the Court . . . is satisfied that 
the dominant intent to piefer was present ... Where there is not direct evi- 
dence and there is room for more than one explanation it is not enough to say 
there being no direct evidence the intention to prefer must be inferred ”’. 

In addition to the trap set by the fraudulent preference section, there is the 
one connected with what is known as “ relation back ’—the prima facie right 
of the trustee to every penny which was in the hands of the bankrupt at the 
date of the relevant act of bankruptcy. How a lending banker may be affected 
is seen in ve Sevmour, The Trustee v. Barclays Bank, Lid. (1937). Seymour had 
two banking accounts with Barclays Bank, an effective one at Maible Arch 
and another at Edgware Road. The latter had been dormant for some time, 
and its debit balance was guaranteed by a man named Marks. On March 17, 
1936, a petition in bankruptcy was presented against Seymour on an act of 
bankruptcy committed that same day. Barclays Bank were ignorant of both 
the act and the petition. From about the end of 1935, Edgware Road branch 
had been pressing both Seymour and the guarantor for repayment of the 
overdraft. Seymour was in great need of money and therefore proceeded as 
follows : On May 5, he borrowed enough from a moneylender to re-establish 
a credit balance at Edgware Road (thus releasing the guarantor) and then 
borrowed {500 from Barclays Bank, Marble Arch, who had known of the 
transaction at Edgware Road. He was not able to arrange his affairs, however, 
and a receiving order was made against him in July. 

The trustee then came forward and claimed that his title to the money which 
was in the bankrupt’s hands went back to March 17, the date of the act of 
bankruptcy ; it was accordingly the trustee’s money that the bank received. 
The bank, in defence, relied on Section 45 cf the Bankruptcy Act, which exempts 
from the trustee’s hold payments to creditors taking place before the receiving 
order provided that the payee has not at the time of payment notice ot any 
available act of bankruptcy committed by the bankrupt before that time. 
This defence seemed sound but for an earlier decision by Vaughan Williams, J., 
who had said: “ It is. ..acommon law fraud to make a payment contrary to 
the bankruptcy laws, and I do not intend to give the benefit of the protecting 
section to any such transaction’. In the present case the judge, with much 
hesitation, disagreed with the quoted ruling and found for the bank. His 
judgment does not seem to have been appealed against and it would now 
appear to be the law that a bona fide transaction without notice of the petition 
after the latter is presented is protected and is not affected by the doctrine of 
“relation back’’. As many of the standard text-books on banking were 
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written before the present decision was given, their views must necessarily be 
based upon or largely affected by the views of Vaughan Williams, J., and 
strdents should, therefcre, note the change eftected by the Seymour case. 

* 


We have now concluded the cases grouped together under the general 
heading of “lending banker’’. The remainder of this series will deal with 
outstanding legal decisions that do not fall within any of the usual main 
subject groupings. The first which will be considered is a bankruptcy judgment 
and so follows fittingly after the Seymour case just now mentioned. It has 
the merit of dealing with a fundamental legal point in that it raises the question 
of what constitutes an “ act of bankruptcy’. The decision is reported in the 
Institute Journal, but does not appear in the King’s Bench reports, although 
heard in that court, and it bears the title Anglo South American Bank, Lid. 
v. Urban District Council of Withernsea (1925). The plaintiff bank had cashed 
for its customer a cheque drawn by the defendants, who stopped payment on 
the ground that the bank, at the time the cheque was cashed, knew that the 
customer had committed an act of bankruptcy and that it was, therefore, not 
a holder in due course and so entitled to payment by the drawer. It appeared 
in evidence that the customer (“the debtor’ in Bankruptcy Act parlance) 
had attended a meeting of his creditors at which he admitted that he was 
insolvent but definitely refused to file his petition, and stated his decision to 
carry on business until he was compelled to stop. 

Mr. Justice Greer, who heard the case, held that the debtor’s action did not 
constitute an act of bankruptcy within the meaning of the Act, and his Lord- 
ship set out three essential conditions of bankruptcy which can be used as 
touchstones in future instances: (1) The bankrupt’s statement must be some- 
thing more than a mere casual remark. It must be a statement that by its 
form appears to be an intentional statement by the bankrupt of something 
that he has already done or something he intends to do. This, at least, is 
involved in the use of the word “ notice ’’. (2) A statement by or on behalf of 
the debtor that he is insolvent, whether the deficiency be great or small, is 
not of itselt an act of bankruptcy, unless, indeed, it amounts to a statement of 
inability to pay each and every of his creditors. (3) A statement of insolvency 
may be made on such an occasion and with such surrounding circumstances 
that a reasonably-minded cieditor would understand it as an intimation that 
the debtor had suspended, 01 was about to suspend, payment of his debts 
generally, and if it be so made it is an act of bankruptcy. 

A second bankruptcy case worth remembering is Martins Bank, Ltd. v. 
Trustee (1931) for it dealt with that rather trying business entity, the limited 
partnership. There were, in fact, two of these partneiships, Messrs. W. H. 
Barnard and the Scrap Metal Co., a Mr. W. H. Barnaid being the general 
partner in each. A concern called Moss Isaacs, Ltd., drew bills on the Scrap 
Metal Co. to a total of nearly £10,000. They were accepted on behalf of the 
drawee firm by Mr. Barnard as managing partner and they were negotiated to 
Martins Bank. 

Subsequently, both partnerships had 1eceiving orders made against them. 
Martins Bank at first proved in the bankruptcy of the Scrap Metal Co., but 
later withdrew their proof and proved against the W. H. Barnard partnership, 
presumably because the latter was in a relatively better position. 
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The trustee in bankruptcy rejected this proof on the ground that the 
bankrupt was not a party to the bills in question but the Court decided against 
the trustee on the following grounds: The Bankruptcy Act, 1914, applies to 
limited partnerships, and unde: the Bankruptcy Rules, 1915, a receiving order 
against a limited partnership operates as a receiving order against the general 
partner or partners. Therefore M1. Barnard was himself a bankrupt and all 
debts for which he was liable were provable in his bankruptcy. Section 23 of 
the Bills ot Exchange Act, 1882, provides that the signature of the name of a 
firm is equivalent to the signature by the person so signing of all persons liable 
as partners in that firm—therefore, Mi. Barnard was liable as a party to the 
dishonoured bills ana, therefore, the bank’s proof must be admitted. 

Trustees in bankruptcy and 1eceiveis may be said to lead double lives, for 
they have an official liability by reason of their office and they also have their 
personal liability. When a receiver borrows money, as he may have to do if 
he is put in by debenture holders with a view to salvaging a company, it is 
important that both he and the lender shall be clear who is the borrower— 
Mr. X the private person, or Mr. X the representative ot the debenture holders 
and receiver of the company. The distinction came up for examination in 
Mudd v. National Provincial Bank (1931), a case which should, perhaps, have 
been included among the decisions particularly affecting the lending banker. 
Mr. Mudd, appointed by certain debenture holders, opened a bank account and 
borrowed in the interests of the company. The bank took from him an under- 
taking in the following form :—“ I beg to inform you that I accept full liability 
for the amount owing to the bank by me from time to time in respect of my 
account to you as receiver of the above company ”’. 

When the bank called for repayment of the advance, Mr. Mudd replied 
that he had made no admission of personal liability, but only of a liability as 
receiver. This contention was briefly dismissed by the Court of Appeal who 
held that Mr. Mudd had accepted personal liability in the plainest manner. 

That decision was based on the wording of the undertaking in question and 
the bank could congratulate themselves on their drafting ; but that the dispute 
could arise at all is a warning that care is needed when dealing with persons 
who are acting in a representative character—and it should be remembered 
that receivers are not the only persons who come aborrowing on behalf of others. 


MISCELLANEOUS CASES 


The remainder of the miscellaneous cases dealt with in these notes must 
necessarily lack a common thread and the reader is consequently asked to 
bear with a certain jerkiness as we jump from subject to subject. The law 
governing bills of exchange has received useful legal exposition in two decisions. 
The first to be noted, Britannia Electric Lamp Works, Ltd., v. D. Mandler and 
Co., Ltd., and Mandler (1939), concerned an anomalous document which the 
plaintiffs alleged to be a promissory note. It bore on its face the following 
words: “ f{100. September, 1937. Two months after date pay to our order 
the sum of {100 for value received ’’. There was no drawer’s signature, but 
across it was written: “‘ Accepted and payable at 2, Manville Road, Balham, 
S.W.17”, followed by ‘‘D. Mandler and Co., Ltd., Managing Director ”’ 
stamped with a rubber stamp. Between the name of the company and 
‘‘ Managing Director ’’, D. Mandler signed his name, and the name D. Mandler 
was written on the back of the document. 
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No payment was made on the due date and Mandler contended that, 
assuming the document to be a promissory note, he was not the maker and was 
responsible, if at all, as an indorser. As indorser, he relied on Section 87 of 
the Bills of Exchange Act, 1882, which lays down that a promissory note made 
payable at a particular place must be presented at that place to make the 
indorser liable. It appeared in evidence that on November 22, 1937, Mr. 
Mandle1, signing again D. Mandler and subsequently D. Mandler and Co., Ltd., 
wrote to the plaintiffs saying: “I regret to say I am unable to meet the 
same ’’, and suggested an appointment to make some arrangement for payment 
in the future. The judge held that the letter amounted to a waiver of presenta- 
tion on due date, but not to a waiver of presentation for ever—and on that 
ground the action mvst fail. 

That settled the matter, but his Loidship dealt with one othe: point 1aised 
by the plaintiffs. Contrary to thei contention, the maker of the note must be 
held to be the Mandler Company and not Mr. Mandler—for one thing the 
document said: “ Pay to our order ’’ ; and that being so, the company should 
have indorsed it, and the mere indorsement ‘“‘ D. Mandler ”’ left the instrument 
inchoate and futile. 

The second case, Koch v. Dicks (1932), deals with the question “‘ When is 
an alteration material within the meaning ot Section 64 of the Bills of Exchange 
Act ?’”’ Dicks, a London importer, bought some goods from a firm in Deiss- 
lingen, Germany, to be paid for by his acceptances. The bills were prepared by 
the sellers, who inserted “ London ”’ as the place of drawing. The name of 
the drawers was omitted and the incomplete instruments were sent to Dicks. 
He wrote his acceptance on them and returned them to the sellers, and they 
then signed as drawers. The bills, now completed, were endorsed by the 
drawers to one Koch for value and he, in turn, offered them to a German 
bank for discount. The bank, however, refused to discount them until the 
word Deisslingen had been substituted for London as the place of drawing. 
There was no evidence that the acceptor knew or approved of the alteration 
and when the bills were presented to him at maturity he refused payment on 
the ground that there had been a material alteration which avoided the bills. 

The Court of Appeal affirmed the decision of Charles, J., in favour of 
Dicks. Scrutton, L. J., said Section 64 gave examples of various alterations 
which were material but alteration of place of drawing was not one of them ; 
nevertheless the alteration in question was one by reason of which the instru- 
ments had become foreign bills instead of inland bills, with a consequent 
change of their status in English law. The alteration was therefore material, it 
was also apparent, and he was impressed by the fact that the German bank had 
insisted on the change, so there appeared to be some reason for it in the country 
of the drawer. Lastly, it was made “ without the assent of all parties liable 
on the bill’ (Section 64, sub-section 1) and so was void as against the un- 
assenting acceptor. 


Previous articles in this series have discussed the principal cases under the following heads : 
THE COLLECTING BANKER: May, June and July issues. 
THE PAYING BANKER (General): July and August issues. 
THE PAYING BANKER (Garnishee Orders) : September issue. 
THE LENDING BANKER—Guarantees ; Limited Companies: September and 


October issues. 
THE LENDING BANKER—Documenis of Title to Goods; Imsuvance Policies : 
October and November issues. 
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Life Assurance and Interest Rates 


By a Special Correspondent 


HE new upward surge in the prices of investment securities which has 
followed the announcement of the redemption of 3 per cent. Locals, and 
of the terms of the new Government 24 per cent. issue, has again directed 
attention to the increasingly difficult task which faces the life offices—the task 
of maintaining net interest income at such a level as is necessary for the fulfil- 
ment of long-term contracts of life assurance. So high is the reputation for 
financial strength and conservatism enjoyed by the life offices generally that 
there is sometimes a tendency on the part of students and observers to take 
for granted the ability of the offices to go on indefinitely meeting lower and 
ever lower gross rates of interest and a high and unchanged rate ot tax without 
much difficulty or concern. But now the problem deserves to be examined 
afresh—more frankly and less superficially—to show in some measure what the 
life offices are up against. No company or society has unlimited resources 
on which to earn interest ; and no actuary or investment manager is a magician 
to create it. 

It is now almost fifteen years since the fall in interest rates, which was 
to become the outstanding feature of the investment picture, set in. The 
decade prior to 1931 had witnessed the maintenance of an effective gross rate 
of not far short of 5 per cent. on gilt-edged securities and proportionately high 
returns on other classes of stocks and shares and miscellaneous investments. 
Tax during the period had fallen from 6s. in the £ to 4s. and risen again to §s. 
Life rates were commonly calculated during this decade on bases of 3? per cent. 
or 4 per cent. net, and at these rates very large amounts of business were 
underwritten. Life assurance in this country was appealing to the public 
more generally than had been the case hitherto, and the prospect of good 
bonuses was attracting the major volume of business into the “ with profits ”’ 
branch. Furthermore, endowment policies were becoming a much more popular 
form of cover than whole life policies ; or, in other words, the class of business 
in which the interest factor weighed most heavily was in the ascendant. 

This was the background upon which the fall in interest rates was super- 
imposed ; and in less than twelve months gilt-edged securities were down to a 
3% per cent. basis, while other classes of investment were actually closing the 
normal yield gaps which had for long existed between them and gilt-edged. 
With only temporary interruptions these trends have continued, so that to-day 
dated Government stocks return no more than 2} per cent. gross and high-class 
Preference issues (for example) stand on a 3 per cent. basis, or very little more. 

It is normal for adjustments of life assurance rates to lag behind changes 
in the effective rate of interest. This lag works to the advantage of underwriters 
when interest rates are rising, and to their disadvantage when interest rates are 
falling. The period of rising interest rates which preceded 1920-21 had been 
short and sharp and had occurred in a war period when little business was 
underwritten ; the benefit to the life offices was negligible. But the period of 
falling interest rates which has occupied the past fifteen years has witnessed a 
stubborn retreat by the offices, characterized by reluctant premium increases, 
and has unquestionably been a most difficult and trying time. 
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The proportion of business underwritten between 1920 and 1930 which has 
already become a maturity or claim must in the main still be small, and 
companies are, therefore, still receiving premiums calculated at 3? per cent. or 
4 per cent. net in respect of the bulk of the business of the 1920’s. Not all such 
money received will, of course, require investment, since claims and expenses 
will normally be met out of current income, but this money will continually 
be going into the pool from which payment for new investments is drawn. 
Meantime, new business underwritten during the 1930’s and during and since 
the war has been on a very large scale, much of it underwritten at premiums 
a long way below those of the present day. The extent to which the life offices 
have had to be investors during the period of cheap money can be illustrated 
by the fact that the invested assets of a number of the big companies with 
open life funds have increased by as much as 50 per cent. during the past 
fifteen years, and all this ‘‘ new money ”’ must of necessity have been invested 
at relatively meagre returns. 

In addition, the refunding or replacement of old investments by others at 
lower rates of interest has been steadily going on. The extent to which this has, 
in fact, taken place is not always recognized, and its effect on life assurance 
funds, with their bias in favour of dated stocks, is commonly under-estimated. 
Perhaps the incidence of the refunding factor may be seen more clearly by the 
bare statement that, of the principal British Government issues quoted in the 
Stock Exchange official daily list fifteen years ago, only five now remain 
(4 per cent. Consols, 4 per cent. Victory, 4 per cent. Funding, 3} per cent. 
Conversion, 2} per cent. Consols), and of the long list of Corporation and County 
stocks quoted in 1931 only about one in five still exist, and part of this remnant 
consists of old low-coupon issues, undated or with long option dates, which 
would not have been widely held by life offices. A somewhat similar sto 
could be told of the Dominion and Colonial sections of the list, and in a less 
but still considerable degree of all other classes of listed loan obligations. 
The proportion of investments held which represents securities found in the 
portfolio fifteen years ago must therefore be small. 

A further factor in the situation is the regrouping of the life offices’ invest- 
ment lists which has taken place in the last few years. Generally speaking, 
the outstanding feature is a large increase (to perhaps 40 per cent. or more of 
the total) in holdings of British Government securities, with declines in most 
other items, except, perhaps, Preference and Ordinary stocks. The bulk of 
this increase in British Government holdings occurred, of course, during the 
war and was the result of an understanding with the Treasury whereby every 
possible support was given to Government war issues. It is not possible to 
say to just what extent this direction of money into Government securities 
caused a sacrifice of interest, but there is no doubt that it has aggravated the 
problem of securing a satisfactory overall net rate on life assets. Certain 
types of attractive security, particularly mortgages, have become increasingly 
difficult to obtain ; and even policy loans (the “ perfect investment ”’ for life 
funds) are now less frequently sought than before the war. 

The extent of the change in the composition of the life offices’ investment 
lists can be illustrated by the following example, compiled after a scrutiny of 
the published balance-sheets of a number of companies. The table shows, in 
addition, the estimated gross rate of interest secured on the 1931 investment 
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list, taking into account the known growth of funds during the 1920’s and 
based on the published classification of investments year by year, and also the 
estimated gross rate of interest secured on the 1946 list on the assumptions 
as to refundings and amounts of new money outlined above. It should be 
emphasized that these estimates of earned interest rates are intended only 
to serve as an indication of the change in the life offices’ situation since 1931 
and cannot be regarded as accurate for any particular case or company. 








7~———— 1931 ———  --————1946 —, 
Percentage Estimated Percentage Estimated 
Category of Investment of total average of total average 
investments rate of investments rate of 
interest interest 
- earned earned 
o/ 0o/ 
British Government Securities 17 5.00 40 3-20 
Municipal, County, Public Boards 5 5-20 5 3-30 
Dominion, Colonial Govt. & Municipal 10 5-40 9 3-50 
Foreign Governments, etc ia * 4 5.50 I 4.00 
Debentures, etc. 20 5-60 15 3.80 
Preference and Guaranteed 7 5.80 10 4.00 
Ordinaries 2 5.50 4 4-25 
Mortgages 15 5-50 7 4-35 
Loans on Rates 6 5.20 3 3-30 
Loans on Life Interests, etc. 2 6.00 I 4-50 
Loans on Policies 8 5.00 3 4-50 
Ground Rents and Sundries 4 6.00 2 4-25 
Estimated average rate of interest, all 
classes of investment (gross) .. 5-41 3.60 
Rate of Income Tax payable in respect of 
Life Assurance Business im 5/- 7/6 
Estimated net rate of interest earned ws 4.07% 2.25% 





These figures clearly indicate what a fundamental change has come over the 
situation in fifteen years, particularly as regards the net earned interest rate. 
They also suggest that the Chancellor of the Exchequer’s concession of 1940, 
whereby tax on interest on life assurance funds was limited to 7s. 6d., was 
not only justified, but necessary. Indeed, in view of the present trend of 
interest rates to even lower levels than hitherto, it appears that the present 
Chancellor of the Exchequer would be equally justified in granting the life 
offices a further concession by way of reduction of the rate of tax as soon as 
the standard rate is reduced from gs. 

Meantime, with the new impetus to lower interest levels, the aggravation 
of the companies’ problem goes on; and there is no real solution to it. The 
offices generally are not convinced that money rates as low as those of late 1946 
have come to stay indefinitely and that the days of, say, 3} per cent. on 
gilt-edged have gone for good. They, therefore, apparently prefer, even at 
present prices and with tax at 7s. 6d., a dated stock carrying, say, 3 per cent. 
interest, to an undated 24 per cent. issue, since, amid all the uncertainties, the 
dated issue will one day give them back a definite amount of capital, whereas 
the undated stock may drift to any level and certainly could fall within a few 
years by an amount greater than the net interest it has earned. This con- 
sideration must result in substantial adherence to the partiality for dated 
stocks and prevent any general turning over to irredeemable stocks or, say, 
Preference shares. In view, too, of the high regard in which the managements 
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of the life offices are held, it seems equally clear that there will be no general 
departure from conservative investment policies by wholesale exchanges into 
second-grade securities in a disorderly pursuit of yields. In these circum- 
stances, and in the absence of any windfall concession from the Treasury or 
unexpected reversal of interest trends, the investment problem will continue 
to be of prime importance and further rises in premium rates must be expected. 
There is, however, one somewhat reassuring aspect; the big endowment 
assurance business of the 1920’s is by now beginning to call for its maturities, 
so that the amount of new money requiring immediate investment may be 
somewhat less than of recent years. In addition, the heaviest phase of the 
refunding storm must surely be past, and to that extent investment lists may be 
somewhat less disturbed than of late. 


Insurance Accounts Surveyed. 
Fire, Accident and Marine Business in 1945 


By a Correspondent 


OR British insurance an outstanding feature of the first year of recon- 
FH vecsion—and the first year of the Labour Government—was a Ministerial 

assurance that the many schemes for control or socialization will not be 
extended to the main structure of insurance business. It will be recalled that 
the President of the Board of Trade, after paying tribute to the world-wide 
reputation of the British companies and Lloyd’s, stated that the Government 
has no intention of interfering with the free transaction of insurance business, 
except in regard to personal social insurance and industrial injuries. There is, 
unfortunately, a different story to tell of the vast and expanding insurance 
market overseas. In certain countries there are complete Government 
insurance monopolies, or legislation is so onerous that companies are unable 
to operate ; in others there are partial Government monopolies, such as for 
workmen’s compensation insurance ; in a few there is compulsory reinsurance 
with Government organizations ; while in others the Government and insurance 
companies are in competition. In his presidential address to the Insurance 
Institute of London, Mr. C. H. Leach thus summed up the situation: “‘ It is 
not an exaggeration to say that scarcely a week passes in which consideration 
has not to be given to legislative problems from some parts of the world— 
threats of restrictive decrees, Government monopolies, State control, increased 
and discriminatory taxation ’’. There is, unhappily, little that British insurance 
offices can do in this matter—except to battle manfully with the increasing 
difficulties of their overseas business, and to hope that the example of the 
success in Britain of unfettered insurance may some day have an effect abroad. 

Company reports show, however, how successfully the companies’ repre- 
sentatives have safeguarded British insurance interests in enemy and enemy- 
occupied countries during the war years, and how speedily business has been 
resumed in many of the countries that were overrun by the enemy. In Central 
and Southern Europe, of course, resumption depends upon the solution of 
complex politica] questions and economic restoration. Elsewhere, too, financial 
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and economic problems have in many instances hampered the full and free 
resumption of operations. But it is widely appreciated that the delicate fabric 
of international trade can be restored only with the help of the protection 
provided by insurance facilities, and, despite perplexing problems, the 
re-establishment of British insurance overseas is being actively pursued. 

A feature of the fire and accident accounts for 1945 was the very large 
increase in the premium income. Twenty-two representative British companies 
earned an aggregate premium income of £136,255,000, or {17,380,000 more 
than in the previous year, and £31,000,000 more than in 1938. The under- 
writing profit for the year, after charging Dominion and overseas taxation, 
amounted to £8,970,000, compared with {10,400,000 in 1944 and {12,080,000 
in 1943. The profit ratio was 6.6 per cent. of the premiums, against 8.8 per 
cent. and 10.9 per cent. in the two preceding years. Marine premium income 
of the same group of companies, which reached a high level of £31,125,000 
in 1942, amounted last year to {17,621,000 and shows a reduction of {2,460,000 
as compared with the figure for 1944. These figures contrast with a low level 
of {7,685,000 for marine premiums in 1933. Transfers from the marine accounts 
to profit and loss totalled {5,768,000 in 1945, against £4,262,000 in 1944 and 
£3,295,000 in 1943. It will be seen that underwriting profits over the three 
sections total {14,738,000 on a premium income of £153,876,000, but it would 
be wrong to assume that the profit shown represents the amount available for 
dividends, etc. After charging British taxes and sundry profit and loss debits, 
the net profit was only £3,086,000, or 2 per cent. of the premiums. 

As is well known, the policy of the “ composite” offices, 7.¢., offices 
transacting all classes of insurance, is to pay their dividends mainly, and, if 
possible, wholly, out of interest earnings plus life profits, and to add under- 
writing profits from the fire, accident and marine accounts to the funds as 
free reserves. As, therefore, any increase in dividends of the ‘‘ composite ”’ 
offices must depend largely on the growth of these funds, the trading results, 
as well as the earning capacity of the funds, are, from the investors’ point of 
view, clearly of vital importance. To proceed a stage further in the trading 
analysis of the twenty-two companies, net interest income totalled {6,152,000 
and life profits added £884,000, giving an available total of £10,122,000. The 
cost of dividends and interest absorbed {£5,906,000, leaving a balance of 
£4,216,000 to be added to the funds. 

Attention has been called in insurance company meetings to the necessity 
of revising sums insured to accord with current values. As one chairman 
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remarked : “‘ While at home there is some ground to think that due attention 
is now being paid by most insured to the need for revising sums insured in the 
light of existing high values, there is evidence that elsewhere the same need has 
not yet been recognized, but it is hoped that the efforts that fire insurance 
companies are making generally will successfully bring home to the public the 
need for revision ’’. In the meantime, the increase in the general fire wastage, 
both in this country and in the United States, is still causing concern. 

Despite heavier claims cost, the companies’ experience at home and in the 
general foreign field was not unfavourable, but the experience in the United 
States, where the companies’ interests are so important, continued to be 
abnormally bad. Approximately 50 per cent. of the fire premium income of 
the British offices is derived from business in the U.S.A. Aggregate fire 
premium income of the twenty-two companies was {64,830,000 in 1945 and 
trading produced an underwriting profit of £4,790,000, or 7.4 per cent. of the 
premiums, compared with a premium income of {57,800,000 and an under- 
writing profit of £4,090,000, or 7 per cent. of the premiums, in 1944. No major 
disaster either in the United States or elsewhere in the world can be blamed 
for the 1945 loss experience, which was due to the frequency of fires and their 
individual increasing cost. Many of the factors contributing to the poor 
American results can be directly attributed to conditions brought about by the 
war, and, while there is as yet no sign of any improvement in that experience, 
it is anticipated that, with the return of more normal conditions, business in 
America will again show the satisfactory results to which companies have been 
accustomed in the past. 

Legislation continues to play an important part in the development of 
accident insurance. The Law Reform (Contributory Negligence) Act, which 
came into force in June, 1945, provides for the apportionment of liability in 
the case of contributory negligence. The consideration that a plaintiff, even 
if largely to blame, may be able to recover some damages will doubtless result 
in more third-party liability claims and an increase in the cost of providing 
the insurance. By the provisions of the National Insurance (Industrial 
Injuries) Bill it seems likely that workmen’s compensation insurance in this 
country will come to an end during the next two years. Motor insurance 
shows considerable expansion, and, with employers’ liability cover, provided 
the bulk of the increased volume of accident and miscellaneous business during 
the year. Personal accident cover has been in demand on the growth of. civil 
aviation, while the upswing in burglary premiums reflects the pressure of 
inflation and the desire for protection due to the post-war crime wave. 

The accident and general accounts of the group of twenty-two offices show 
that premium income advanced during 1945 by some {£10,350,000, to the 
record total of £71,424,000. The underwriting profit, at {4,180,000, represented 
5.8 per cent. of the premiums, and compares with a profit ratio of 10.3 per cent. 
and 11.7 per cent. in the two preceding years. The claims experience in 
certain sections of the business was by no means favourable. The restoration 
of the basic petrol ration and the larger allowances of petrol to motorists 
brought many more cars on the road, and road accidents correspondingly 
increased. A very considerable proportion of the accident premium income 
of British insurance offices is obtained from business in the United States, 
and in that country motor insurance proved both difficult and costly. The 
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burglary section also calls for comment. In number and amount, the burglary 
claims during 1945 exceeded any previous year’s experience. Although 
premium income in respect of motor insurance and burglary risks is still on 
the upgrade, the underwriting of these classes continues to cause much anxiety. 

A fall in marine premium income—indicated earlier in this review—was 
expected, and indeed inevitable, owing to alteration in conditions affecting 
marine risks through the termination of the war. The heavy sinkings of the 
war have reduced the number of vessels to be insured, and the acquisition by 
shipowners of the Government vessels now being offered for sale is necessarily 
proceeding slowly. On the other hand, the largest vessels have greatly 
acreased in value, constituting a high peak of liability, and in consequence 
ihe hull account is less broadly based than in pre-war days. On the cargo side, 
the export drive gives welcome promise of outward business, which during the 
var has dropped away, but the prospect is clouded by the disquieting con- 
(litions in many parts of the world where to the wastage of goods due to 
inadequate discharging and storage facilities are added abnormal risks of 
theft and pilferage. It is quite likely that the tendency in the immediate 
future will be towards further reductions in rates, combined with increases 
in claims due to causes already mentioned, and to the much enhanced cost of 
repairs, many of which were deferred during the war. The companies are, 
in consequence, maintaining marine funds at a high level, and an increase in 
the proportion of reserves to premium income is common to all companies. 

The most important measure of insurance legislation enacted in this 
country since the principal Act was passed in 1909 is the Assurance Companies 
Act, 1946. The main purpose of the Act is to underline the stability and 
security of the British insurance market, not only for the benefit of domestic 
policyholders, but also those to whom British insurance gives service throughout 
the world. One of the essential recommendations carried out in the Act is that 
marine, aviation and transit insurance are brought within the ambit of the 
main principles of the Assurance Companies Act, 1909. Standards of insurance 
solvency are set out in the Act, and in providing for the application of tests of 
solvency the Act relieves companies of the requirement to make deposits with 
the Paymaster-General. The provisions of the Act should effectively check a 
repetition of the experience after the 1914-18 war, when many mushroom 
companies sprang up. Hence the new legislation is generally welcomed by the 
insurance industry. 
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Back to Primitive Money 
By Paul Einzig 


URING the 5,000 years for which historical records exist there has 
Dec: a remarkable progress of the monetary system, from the most 

rudimentaiy stage represented by primitive means of payment on the 
borderline of barter to the scientifically managed system achieved in our life- 
time. Progress has not been continuous, however. From time to time there 
have been setbacks to less advanced types of money, and even to barter, 
as a result of a wave of distrust in the more advanced type, or the inadequacy 
of its quantity to meet essential requirements. 

Several instances of such setbacks are to be found in ancient history. 
During the Punic Wars, Rome debased her copper coinage, the aes grave, 
by gradually reducing the weight of the coins. As a result trade reverted to 
the use of scrap copper, the aes rude, which constituted the currency of Rome 
and of pre-Roman Italy before the adoption .of copper coinage, or to the 
patterned copper bars, the aes signatum, which represented an intermediary 
phase between primitive and modern money. As the former changed hands 
by weight, it was unaffected by currency manipulations. Several centuries 
later, owing to the debasement of the silver coinage during the third and 
fourth centuries A.D., gold by weight, wheat, and other commodities became 
at different times the medium of exchange, standard of value and standard 
of deferred payments of the Roman Empire, which also reverted to a “ natural ” 
economy—that is, barter—to a large degree. 

In Ancient China the debasement of metallic currencies on several 
occasions resulted in a return to the use of shells, wheat or textiles as currencies. 
On one occasion such retrograde steps were taken deliberately by a ruler 
wishing to return to the good old ways. 

During the Middle Ages scarcity of gold and silver retarded the develop- 
ment of modern money and caused many countries to return from time to 
time to the use of various kinds of primitive money. Debasements, and 
distrust in the multiplicity of coins produced under systems of free coinage, 
encouraged the use of scrap silver by weight in preference to coins. 

During the early period of colonization in America and elsewhere shortage 
of coins induced the settlers to adopt the local staple produce of their countries 
for monetary use. Thus in the West Indies sugar, molasses, tobacco, cotton 
and indigo were made legal tender. In the colonies on the North American 
mainland, tobacco, grain, meat, timber and many other products served as 
currency during the seventeenth and early eighteenth centuries. Even the 
shell money of the Red Indians, the wampum, was adopted as legal tender 
in Massachussetts and elsewhere. In Central America the cocoa beans, which 
were the local currency at the time of Columbus, came to be adopted by the 
Spanish colcnists for their own monetary use. In Brazil lack of coins induced 
the Portuguese to use cotton as currency, much to the dismay of business 
interests, who found themselves deprived of that none too plentiful material. 

During the inflation of the assignats in the French Revolution attempts 
were made to revert to the use of wheat as currency. During the inflation 
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that followed the first World Wai various commodities were adopted in 
Germany and elsewhere as standards of value, standards of deferred payment 
and, to a much less extent, as media of exchange. 

Monetary history has repeated itself after the second World War. This 
time, however, there has been a much more widespread relapse into the use of 
primitive money. Between 1919 and 1923 the relapse occurred in countries 
of Central and Eastern Europe. Since 1945, and to some extent even before 
the end of the war, similar phenomena have been witnessed in most countries 
of the European continent, and also in China and various parts of South- 
Eastern Asia. Moreover, this time there has been a much more pronounced 
tendency towards the adoption of clear-cut primitive monetary systems than 
there was after the first war. 

The best known among the primitive monetary systems resorted to during 
and after the second World War is the cigarette stahdard. Since the dis- 
cussion of the subject in the September, 1945, issue or THE BANKER a number 
of articles have appeared, describing in detail the working of that remarkable 
currency which fulfilled, and is still fulfilling, in many countries of Europe and 
Asia all the functions of modern money. It originated in prisoners’ camps in 
Germany and German-controlled Europe. It was widely adopted in Italy 
after the Allied occupation, and in the liberated countries of Western Europe. 
It is functioning to a remarkable extent in Germany, Austria, Hungary and 
other countries of Central and Eastern Europe. It is also much in evidence 
in China. It was in use for some time, too, in liberated Burma and in Siam. 

There are, or were, many other primitive currencies in operation, but these 
have achieved neither the notoriety nor the degree of technical pertection 
which has characterized the cigarette standard. In the months following 
the liberation coffee was a widely accepted currency in France and other 
continental countries. Soap in Germany played a similar part. Like 
cigarettes, it was put into circulation by the Allied occupation armies. This 
explains the abnormal quantities of soap sold in Germany by NAAFI canteens 
to the troops. In Greece during the collapse of the drachma in 1944 wheat 
and olive oil became media of exchange and, to a much larger extent, standards 
of value. Subsequently, however, Greek merchants came to adjust their 
prices to the daily quotation of the sovereign in the black market. In Rumania 
scrap gold by weight has become the standard of deferred payments and the 
store of value ; in large transactions it is also used as a medium of exchange. 

China during the war provided an interesting example of the working of 
inflationary conditions in a country which was almost completely isolated 
from the rest of the world. These conditions gave rise to a remarkable variety 
of primitive currencies. The cigarette there served not so much as a medium 
of exchange as a short-term store of value. On the markets the medium of 
exchange was still the depreciating paper currency of the Chungking Govern- 
ment, but the U.S. dollar was the standard of value. When the Chinese 
peasant sold his farm products against yuan notes, at prices based on the 
current quotation of the dollar, he immediately converted the proceeds into 
cigarettes. Possibly he needed the money for essential purchases next 
morning, but he would not keep it in notes, even for a night. The réle of 
standard of deferred payments was played by various objects, among others 
by rickshaw tyres and other tyres. 
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Here we see an instance of the separation of the four essential functions of 
money. This is one of the characteristics of primitive monetary systems, 
Another of its characteristics is the multiplicity of currencies In addition 
to those mentioned, there were in monetary use in China various drugs which 
served as media of exchange and, to some extent, as stores of value.- In the 
district adjoining French Indo-China a certain quantity of French cosmetics 
was imported before the Japanese occupation of that country. Lipsticks 
and other articles of the same kind came to assume the réle of medium of 
exchange. The same lipsticks changed hands dozens of times before they were 
eventually used up for non-monetary purposes. And prices were actually 
quoted in terms of lipsticks ! 

In all the above instances objects with full intrinsic value were adopted 
as currencies. There are, however, instances of the adoption of purely 
fictitious monetary units as standards of value. When Montesquieu asserted 
in L’esprit des lois that the Mardingo negroes in North-West Africa had a 
purely ideal currency which had no concrete existence, his statement was 
received with incredulity. It is, of course, now well known that there were 
until recently a good dozen of such currencies in use along the Guinea coast. 
And now we have them also in the centre of Europe. In Berlin much of the 
business is transacted in cigarettes. But perhaps even more is transacted in 
“ barter-units ’’"—an “ ideal’’ money with no concrete existence, except for 
facilitating barter. The price of everything (including cigarettes) is quoted 
in such “ barter-units ’’ and they are exchanged one against another on the 
basis of this price. The principle is identical with that employed in Ancient 
Egypt for many centuries. There everything was exchanged on the basis of 
its value in terms of copper, but the copper itself never changed hands, or, 
at least, did so very seldom. 

Such instances of reversion to primitive monetary systems could be multi- 
plied, but the above selection should suffice to indicate the extent and nature 
of the phenomenon. The difference between the present experience and the 
corresponding experience after the last war is that this time it is not confined 
to countries with advanced inflation. Distrust in the currency is not the only 
reason for it ; perhaps not even the main reason. The reason why so many 
people now prefer to receive goods for goods is that there is so very little one 
can now buy with money. During the first World War supplies of civilian 
goods of every description declined, but not nearly to the extent they did 
during the second World War. After 1918 it was possible to buy anything— 
at a price. But since VJ Day, as everyone knows to his cost, many things 
have been entirely unobtainable. People who have goods to sell want to be 
quite sure that they can obtain something for the proceeds. Otherwise, 
many of them do not feel it worth their while to part with their possessions, 
no matter how high a price they receive in payment. So they sell their goods 
for cigarettes or soap or coffee, but not tor paper money. Or they barter on 
the basis of some common denominator. 

This period of return to primitive money and barter will continue until 
supplies become more plentiful. Once production of consumers’ goods is 
again in full swing and the pent-up demand is more or less satisfied, confidence 
in most currencies will be restored to a sufficient extent to ensure that they 
resume their natural functions. Primitive money will then fade into the 
background everywhere except in backward countries—-till the next crisis. 
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Appointments and Retirements 


British Linen Bank—Nethergate Dundee; Mr. C. D. Anderson, of head office, to be assistant 
manager. Leven: Mr. T. R. Stewart, sub-manager, has retired. 


District Bank—Shrewsbury: Mr. G. E. Poulson to be manager. Whitehaven: Mr. A. 
Williamson, from Carlisle, to be manager. 


Lloyds Bank—The Rt. Hon. Lord Brand, C.M.G., D.C.L., who relinquished his seat on the 
Board upon appointment as representative of His Majesty’s Treasury at Washington has, upon 
return to this country, been re-elected to the Board. Head Office : Mr. J. E. Way, assistant chief 
inspector, to be secretary in succession to Mr. J. McMillan, who has retired after 46 years’ service. 
Mr. W. D. M. Pollock, from Winchester, to be assistant secretary in succession to Mr. Harold 
Turner, who has relinquished his appointment owing to ill-health. Advance Department: Mr. 
E. G. Fellows, a controller, has retired after nearly 46 years’ service. Chief Inspector's Depart- 
ment ; Mr. L. W. Bayliss, hitherto an advance department controller, to be deputy chief inspector ; 
Mr. C. S. Minchin, formerly sub-manager, Worthing, who has returned from Service, to be chief 
inspector’s assistant. Mr. M. H. Finlinson, from Collingwood Street, Newcastle-upon-Tyne, to be 
Principal of the Bank’s Staff College. Staff Department : Mr. O. H. Barton, from West Hartlepool, 
to be staff controller, Northern Area. Mr. C. A. Seagrove, from Watford, to be staff controller, 
South Eastern Area. Basingstoke : Mr. T. M. Barker, from Broad Street, Reading, to be sub- 
manager. Broadway, Worcestershire: Mr. R. A. Eaton, from Worcester, C. & C., to be manager 
on retirement of Mr. G. J. Grafton after 44 years’ service. Collingwood Street, Newcastle-upon- 
Tyne: Mr. T. N. Burt to be assistant manager. Commercial Road, Portsmouth (also Milton) : 
Mr. E. F. Redman, deputy manager, to be manager on retirement of Mr. C. M. Jeram. Exchange, 
Liverpool : Mr. H. H. D. Abraham to be sub-manager. 72, Fenchurch Street, E.C.: Mr. F. W. G. 
Hutton, from 31, Fenchurch Street, E.C., to be sub-manager. Halifax: Mr. J. C. Potts to be 
sub-manager. Pembroke Dock (also Pembroke): Mr. C. W. Johns to be manager on Mr. S. I. 
Rake’s retirement. South Shields: Mr. H. T. Dees to be sub-manager. Swansea: Mr. E. H. 
Jones to be sub-manager. Wantage: Mr. W. J. Batting, from Broad Street, Reading, to be 
manager on retirement of Mr. J. F. Dade. Watford: Mr. F. J. Watt, from Rochester, to be 
manager. West Hartlepool: Mr. F. C. Davey, from South Shields, to be manager. Winchester : 
Mr. F. S. Megrah, from Horley, to be sub-manager. 


Martins Bank—Liverpool Foreign Branch: Mr. C. Whiteley, from London foreign branch, 
and Mr. W. C. H. Griffiths, assistant manager, Liverpool foreign branch, to be joint managers. 
London—Curzon Street: Mr. G. A. King, acting manager, to be manager. Hendon: Mr. R. 
Holmes, acting manager, to be manager. Holloway Road: Mr. R. Gilbert, from Kingsway, to 
be manager. Kensington High Street: Mr. E. E. Cook to be manager. Manchester Foreign 
Branch: Mr. A. R. W. Wetherell, London foreign branch, to be manager. Mr. J. Tarbit to be 
assistant manager. Middlesbrough: Mr. F. Robinson, Newcastle district office, to be assistant 
manager. 


Midland Bank—Field-Marshal The Right Hon. The Viscount Alanbrooke, G.C.B., O.M., 
D.S.O., has been appointed a director of the Midland Bank Limited and the Midland Bank 
Executor & Trustee Company Limited. The death is announced of Sir Percy Elly Bates, Bt., 
G.B.E., formerly a director. Head Office : Mr. W. G. Edington and Mr. H. L. Rouse, jcint general 
managers, to be chief general managers on retirement of Mr. G. P. A. Lederer, M.C. Mr. S. Lewis 
to be a branch superintendent in succession to Mr. E. O. Baker. London—Poultry and Princes 
Street: Mr. E. O. Baker to be deputy assistant manager. Overseas Branch: Mr. H. d. Thack- 
stone, deputy manager, to be manager on retirement of Mr. L. P. Bullett. Central Hall, West- 
minster: Mr. F. E. M. Broad, of 153, Goswell Road, to be assistant manager. Haymarket : 
Mr. C. H. Perry, of Tooting Broadway, to be manager on Mr. C. D. Baxter’s retirement. Tooting 
Broadway : Mr. L. G. G. Pearce to be manager. North Finchley : Mr. R. A. Shambrook to be 
manager on retirement of Mr. P. A. Rogers. 82, Strand: Mr. F. A. Jutsum to be manager on 
Mr. W. W. Hill’s retirement. Bicester: Mr. L. G. Bridge, of Southend-on-Sea, to be manager 
on retirement of Mr. G. W. J. Coles. Birmingham—Acock’s Green: Mr. A. B. Dearnaley, of 
Stratford Road, Birmingham, to be manager on Mr. S. G. Beacham’s retirement. Birmingham— 
Wayrstone Lane: Mr. E. Scott, of Victoria Street, Nottingham, to be manager on retirement of 
Mr. F. S. Smith. Brighton—Western Road: Mr. F. G. L. Palmer, of Portslade and West Hove, 
to be manager on retirement of Mr. D. J. White. Chesterfield : Mr. G. H. Moorcroft, of Stoke-on- 
Trent, to be manager. Cross Keys: Mr. E. D. Thomas to be manager on retirement of Mr. H. 
Sharp. Croydon—North End: Mr. S. Y. Marsters, of West Croydon, to be manager on retirement 
of Mr. F. W. Heslop. Croydon—West Croydon: Mr. P. H. Carr to be manager in succession to 
Mr. S. Y. Marsters. Derby: Mr. B. H. Bennett to be assistant manager. Gosport: Mr. P. C. 
Grimble to be manager on retirement of Mr. W. M. Hughes. Honiton: Mr. R. Hardy, of High 
Street, Exeter, to be manager. Llangollen: Mr. G. S. Williams, of Llanberis, to be manager. 


[Continued on page 172 
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“A knowledgeable 


young man’”’ 


THE young man with his career in front of him can 
be assured that there are great contributions he can make 
in the financial and economic field, provided he is 
properly equipped. 

His prime needs are knowledge of affairs as they 
develop and experience in dealing with them. Experience 
comes with the years and knowledge can be acquired 
day by day if he will read regularly the specialised news 
and comment in THE FINANCIAL TIMES. He should not 
take a chance on seeing the office copy. He a his 
own private copy every morning, and now he can get it 
by ordering from his newsagent. A day missed is a step 


missed in building a business career. 


FINANCIAL TIMES 


Incorporating THE FINANCIAL NEWS 


Nothing else will do 
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Banking Statisti 
National Savings 
(£ millions) 
(1) Small Savings by Quarters 
Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ficates Bonds Banks Total ficates Bonds Banks Total 
(met) (met) (net) Small (net) (met) (net) Small 
I . 8 87. 190.8 
— II ones ae ra pig 1946 Jan. .. a8 20.9 48.9 76.9 
III 47.8 19.2 61.3 128.3 Feb. .. 4.3 19.8 36.9 61.0 
IV 42.9 18.7 oc.3 298.9 Mar. .. 2.2 21.3 34-9 57-9 
1944 =I 55-4 20.8 98.0 174.2 Apl. 1.0 36.3§ 16.3 53.6§ 
II 97-5 54-4 92.6 244.5 May 0.3 56.0§ 10.6 66.9 
Ill 45-5 18.5 71-9 135-9 June .. —o.5 3.6 G3 12.4 
IV 34-9 18.9 69.6 123.4 July .. —1.4 5.5 70. 28.2 
1945 I 44-3 19.8 108.7 172.8 Aug... 0.9 4:4 14.9 20.2 
II 28.r 18.0 71.5 117.7 Sept... 0.4 3-5 12.6 16.5 
III 12.1 30.3 99.7 142.1 
IV 6.2 G2 7 4 202.8 Oct. 8.2 4:8 17-9 30.9 
1946 I 13.2 62.0 120.7 195.9 § Totals and apportionment between months 
II 0.9 87.5 36.2 124.5 amended to allow for adjustment in official 
III _—O.r 413.4 41.8 55.1 figures. 
(2) Large Savings by Quarters 
National Interest | National Interest 
War Savings free Total War Savings free Total 
Bonds Bonds Loans Large | Bonds Bonds Loans Large 
1942 ‘I 203.8 223.7 3.9 491.4 1945 I 4 @§.9 11.2 97.87 
II 62.8 94.9 I.9 159.6 II 26.1% 81.4 -5 108.o0f 
III 140.4 105.8 1.8 248.0 III 188.1 207.8 -6 396.5 
IV 153.0 77.6 2.5 2393.1 IV - 294.58 $78.3 <3 Fess 
F 6 I , 2.8 ; , 
1943 I 178.7 178.4 2-4 359-5 — 2 SS a. SS as 
II 209.7 153.1 2.1 364.9 : s 
III 159.3 88.4 1.4 249.1 
IV 130.6 66.6 3.2 200.4 1946 Jan. .. — 3.4 a 1.6 
rep. .. — — PS I 
Mar. .. 3 1.4 8 1.8 
1944 I 372.2 92:1 2.9 267.1 ae —- —o.! — 
II 224.0 158.9 3.2 386.1 May .. -—- 93.8 — 93.8 
Ill 4:3. 723.3 -9 166.4 June .. — 1094.1 — 194.1 
IV 142.2 68.3 5 211.0f July .. — 129.9% — 129.9* 
¢ Excluding Exchequer Bonds: 1944 IV, £37.3 mms. ; 1945 I, £165.2 mns.; 1945 II, £124.4 mns. 


*Savings Bond Tap suspended July 9. 


Year to 
Mar. 31: 


1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 


Ord. 
Exp. 
£m. 
830.1 
898 .1* 


1054 
1809 
3867 
4775 
5623 
5788 


6057. 


5474 


g* 


a 
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Revenue and Expenditure 


Ord. 


Rev. 


{m. 


823 


872. 

927. 
1049. 
1408. 
2074. 
2319. 
3038. 
3238. 
3284. 


= 


oro NRW 


Wm ew 


Deficit 
£m. 


6. 
25. 
127. 
760. 
2458. 
2701. 
2803. 
2749. 
2519. 
2190. 
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By 
Quarters : 

1944 I 
II 
III 
IV 
1945 I 
II 
III 
IV 
1946 I 
II 
III 


* Allowing for loan expenditure. 


Ord. Ord. 
Exp. Rev. 
£m. £m. 
1562.2 1181. 
1420.3 604. 
1523.8 734- 
1502.0 654. 
1609.8 1246. 
1306.3 611. 
1443-7 750. 
1386.2 667. 
1337-4 1253. 
902.0 629. 
1820.3 1341. 
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Deficit 
£m. 
381. 
815. 
789. 
847. 
362. 
695. 
693. 
718. 
83. 
a%4, 
479. 
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Speed up production with a RICHARD 


Recent tests showed that workers engaged in 
assembling mechanisms took 12% longer to CRI TTALL 
perform a given task when room tempera- 


ture was reduced from62°F.toaboutso°F. HEATING INSTALLATION 


Richard Crittall & Co. Ltd., Heating & Ventilating Engineers, 156, Great Portland Street, London, W.1 











civileged 2% 


Since 1834, we have imported the world’s finest cigars. 
This experience has brought with it many privileges. 
For privilege it is, indeed, to be able to smoke 
and recommend to others a cigar so delicate 
in flavour and so delightfully mild as La 
Tropical de Luxe. Knowing that this cigar 
has met the demand of critical taste for 
over 70 years we can, and do, (as sole 
importers of this brand in the United 
iKingdom) recommend it unreservedly. 
LAMBERT & BUTLER 


A TROPICAL 


Faultless Jamaican Cigars = 


All usual sizes in boxes of 25 and 
50 from 50/6 upwards, 









tle —- 
BEGZELIEZ 
GAA AOE om, 
DALLA IGG COA, 
WAAL EAS Af, 
es oe 


Gib: ye Manufactured by 

Z. So B. & J. B. MACHADO TOBACCO CO. LTD 
YI LEELA MACHADO TOBAG 
* Gisadth GU le {lr i/"/ KINGSTON, JAMA:CA, B.W.L. 
MMM EEE | PULL. pnceineines 


LAMBERT & BUTLER BRANCH OF THE IMPERIAL TOBACCO CO. (OF GREAT BRITAIN & IRELAND), LTD. L.T.3.G 
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Exchequer Issues and Receipts 
WEEKLY AVERAGES 





Total Total 
Expendi- Ordinary Deficit Expendi- Ordinary Deficit 
ture§ Revenue ture§ Revenue 
£m. &. £m. £m. {m. £m. 
1938 =. 19.2 .O 2.2 1942 .. 102.6 50.2 52.3 
1939 oe 28.8 18.8 10.0 3643 «. 420.7 55-4 55-2 
1940 a 63.9 24.0 39.9 1944 .. 114.8 61.0 53-7 
194! és 88.5 36.0 52.5 1945 .- 110.4 62.9 47.6 
Period Ended : 1945 May 26 87.8 39.6 48.2 
1944 Jan. 29 112.3 113.3 3.97 June 30 112.8 50.6 62.3 
eb. 26 122.5 97.7 24.8 July 28 107.8 61.2 46.5 
Mar. 31 123.5 70.2 53-3 Aug. 25 103.8 49-5 54-3 
April 29 109.6 45.6 64.0 Sept. 30 116.9 59.9 56.9 
May 27. 109.6 50.5 59.1 Oct. 27 107.1 52.9 54.2 
June 30 108.7 43:3 65.4 Nov. 24 104.5 49.0 55.5 
July 29 112.0 57.6 54-4 Dec. 31 107.5 50.6 56.9 
Aug. 26 107.5 53.1 54-4 
Sept. 30 123.6 56.7 66.9 1946 Jan. 26 82.2 99.8 17.6* 
Oct. 28 118.6 52.5 66.1 Feb. 23 97.6 114.1 16.4* 
Nov. 25 110.2 47-3 62.9 Mar. 31 126.1 82.9 43-1 
Dec. 31 116.5 49.8 66.7 April 27 89.0 55.2 33.8 
May 25 67.5 49-1 18.4 
1945 Jan. 27 112.4 III.1 2.2 fury 30 8677.3 42.7 34.6 
Feb. 24 123.4 110.9 12.5 uly 27 68.5 54.9 13.6 
Mar. 31 133-7 99.2 58.6 Aug. 31 100.9 58.4 42.5 
April 28 100.2 50.2 50.0 Sept. 30 73.1 48.7 24.5 
§ Ordinary expenditure plus other expenditure (excluding sinking funds but including 
expenditure of a capital nature). * Surplus. 
Appointments and Retirements [Continued from page 168 





Llanrwst: Mr. E. E. Hughes, of Llangollen, to be manager on Mr. H. A. Jones’ retirement. 
Longton: Mr. P. Baxter, of Stone, to be manager on retirement of Mr. D. P. Taylor. Lowestoft : 
Mr. W. E. Waythe, of Great Yarmouth, to be manager on Mr. B. W. Pounder’s retirement. 
Manchester—Chester Road: Mr. R. J. Wilkie to be manager on retirement of Mr. H. Scholes. 
Newport (Isle of Wight) : Mr. W. A. M. Leigh, of Cowes, to be manager on retirement of Mr. H. F. 
Heaton. Newton Abbot: Mr. R. B. Lloyd, ‘of Honiton, to be manager on retirement of Mr. H. L. 
Forte. Nottingham—Victoria Street: Mr. A. E. ee to be assistant manager. Ramsgate : 

Mr. H. B. Jackson to be manager on retirement of Mr. C.C. Beardon. Romsey: Mr. J. Debenham 
to be manager on retirement of Mr. F. C. Curtis. Ross-on-Wye : Mr. D. D. Lewis, of St. David’s, 
to be manager on Mr. G. F. Taylor’s retirement. Ryde: Mr. P. C. Ricardo to be manager. 
Salisbury : Mr. C. Walker, of Barnstaple, to be manager. Sheffield—Woodseats: Mr. H. R. 
Peace to be manager. Slough: Mr. W. E. Stone, of Chesterfield, to be manager on retirement 
of Mr. K. C. Baxter. Spalding: Mr. E. W. Godfrey to be manager on retirement of Mr. R. W. 
North. Spilsby : Mr. C. C. Amos to be manager on retirement of Mr. J. M. W. Barker. Stoke-on- 
Trent: Mr. E. C. Bird to be manager. Wadebridge: Mr. E. J. Trenance, of Holsworthy, to be 
manager on Mr. J. I. Clement’s retirement. W’orcestey—Broad Street: Mr. W. R. Langdale, of 
Poultry and Princes Street, London, to be manager on retirement of Mr. L. W. Partridge. 


National Bank of Scotland—Glasgow, Union Street: Mr. William Pettigrew, assistant: superin- 
tendent of branches, to be manager on retirement of Mr. J. A. Drummond on December 31 and, 
until then, to be joint manager with him. Mr. A. D. Millar to be sub-manager. Head Office: Mr. 
D. Alexander, chief inspector, to be an assistant superintendent of branches. Bannockburn : 
Mr. W. W. Forsyth, sub-manager, appointed joint manager in association with Mr. R. Graham, 
manager at Stirling. Glasgow: Mr. G. Templeton, inspectors’ department, to be head of the 
securities department. Galashiels: Mr. A. M. Tweddle to be joint manager in association with 
Mr. J. Chapman and Mr. L. Rymer. 

National Provincial Bank—Mr. F. R. Haslegrave, assistant general manager, has retired 
after many years’ service. Mr. C. H. Lee, D.S.O., M.C., chief inspector and manager of adminis- 
tration department, to be an assistant general manager. Mr. H. M. Woollam, head of the advance 
department, to be an assistant general manager. Mr. H. Pullan, a joint chief controller, to be 
head of the advance department. 
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THE NATIONAL CITY BANK OF NEW YORK 


Incorporated with limited liability under the National Bank Act of the U.S.A. 


nett a OE Pt i res 


ae 
Founded 1812 
Head Office: 55 Watt Street, New York 
117 OLD BROAD STREET, E.C.2 London Offices : 11 WATERLOO PLACE, S.W.1 


Incorporated by Royal Charter, 1727 


ROYAL BANK OF SCOTLAND 


Head Office : Lil Branches in London 


EDINBURGH and throughout Scotland 





Associated Banks ,_GLYN MILLS & CO. 
* WILLIAMS DEACONS BANK, LTD. 


THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746 


Head Office :—38 ST. ANDREW SQUARE, EDINBURGH 


Branches throughout Scotland 


London Offices : 
City Office :—38 THREADNEEDLE STREET, E.C.2 


West End Branch :—198 PICCADILLY, W.1 
Affiliated to Barclays Bank Ltd. 


Wool, Woollies and Woollens. 





— 
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By Quarters : 


1944 I 

II 

III 

IV 

1945 I 

II 

III 

IV 

1946 I 

II 

III 

Monthly* : 
1945 Aug. 25 
Nov. 24 
Dec. 31 
1946 ang 26 
eb. 23 
March 30 
April 27 
May 25 
June 30 
July 27 
Aug. 31 
Sept. 30 
Oct. 26 


* Periods ended on last Saturday 


Treasury Deposit Receipts 


Raised 
£m. 
695.0 
980.0 
875.0 
1130.0 


935-9 
1300.0 
1005.0 

845-5 

804.5 

620.0 
1180.0 


380.0 


Redeemed 
£m. 
706. 
1018. 
644. 
917. 


870. 
1083. 
958. 
1331. 


882. 
788. 
791. 


OUAw wWouUwn 


UwMo 


237. 
295. 
527. 
177. 
236. 
468 
446. 

60. 
282. 
136. 
287. 
368. 
416. 


COMOUNTDOUN00N 


in each month, except at final month in each 


i] 
Including : 
prior Outstanding j 
Encashmentst (end of period) j 
180.5 1389.5 
255.0 1351.0 
115.0 1582.0 | 
139.0 1794.5 
| 
137.0 1859.0 
97-5 2075-5 
162.0 2122.0 
199.5 1636.5 | 
14.5 1559.0 
25-5t 1390.5 ] y 
- 1779.0 | i 
| is 
24.5 2185.5§ e 
36.0 1843.0 o 
69.5 1636.5 « 
4:5 1598.5 js 
5.5 1572.0 | 
4°5 1559.0 FP 
6.5 1543.0 e 
19.0 1483.0 i 
he 1390.5 
1479-5 
1647.0 
1779.0 
‘ 1743.0 


t Figures to May 25, 1946, when last Monthly Debt Return appeared ; since then no 
figures of pre-encashments have been published. 


§ Peak total. 


Net New 
Week ended: Raised Redeemed Borrowing Week ended: Raised Redeemed 
June 1... — 40.0 — 40.0 Aug. 24 .. 150.0 138.5 
e co. 72.5 — 72.5 oo aa 70.0 80.5 
o %-- 9g 84.0 6.0 Sept. .. 160.0 18%. 
» 22... 100 85.0 15.0 . i . sie or i 
» « eS ee ~ 2.x Be 16.5 
July 6.. 150 129.0 21.0 oo ee er 
i an 6.5 43-5 Oct. § .. 360.0 165.5 
a SB es — 0.5 — O.5 » 2 .- 140.0 138.5 
oe Bas — 25.0 » 19 80.0 90.5 
» 26 _ 21.5 
ame: § «- o 25.0 Nov. 2 _— _ 
 @s BO _ 40.0 ‘ 9 _— — 
7 1. S900 68.5 101.5 ” 16 — - 
Floating Debt 
Nov. 17, Oct. 26, Nov. 2, Nov. 9, 
1945 1946 1946 1946 
£m. £m. £m. £m. 
Ways & Means Advances : 
Bank of England ia 17.0 _ — —_ 
Public Departments .. 648.1 425.3 462.5 426.6 
Treasury Bills : 
Tender .. 1770.0 2020.0 2030.0 2040.0 
Tap a 2292.2 2532.2 2505.5 2479.0 
Treasury deposit receipts 1852.0 1743.0 1743.0 1743.0 
6579.3 6720.5 6741.0 


WEEK-TO-WEEK BORROWING 























quarter. 
Net New 
Borrowing 
aS. 
— 10. 
44- 
42. 
63.! 
— I9. 
_— 5 - 
ee 
— Io. 
— 21. 
Nov. 16, 
1946 
£m. 
405-7 
2050.0 
2464.4 
1743.0 
6663.1 


WAM COWMOU UN 








atheists 





Most interesting of New Zealand’s animals 
is the Tuatara, a lizard-like reptile which 
is the sole survivor of a race otherwise 
extinct since Mesozoic times. It is found 
only in New Zealand —that land of 
contrasts, where primitive forms of life 
exist side by side with great modern enter- 
prises whose products and whose needs 
constitute a world market of prime 
importance. The British importer and 





OTTOMAN BANK 


Incorporated in Turkey with Limited Liability 
FOUNDED 1863 
LOL LE ET TS Sh 











CAPITAL,  £10,000,000 

PAID UP,  £5,000.000 

RESERVE, £1,250,000 
London: 


26, THROGMORTON ST., E.C.2 
MANCHESTER : 56-60 Gross 8. 


Paris : 

7 rue Meyerbeer (1Xe) 
MARSEILLES : 38 rue St. Ferreol 
ISTANBUL: 

(Galata, Beyogiou, Yeni Cami) 





BRANCHES AND AFFILIATIONS 
THROUGHOUT THE NEAR EAST 





Drafts and Telegraphic Transfers Issued 
Letters of Credit Granted 


EXCHANGE & INSURANCE 
OPERATIONS EFFECTED 
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exporter, seeking to cultivate these 
markets in Australia and New Zealand, 
will find at the Bank of Australasia the 
ready help, sound advice and intimate 
knowledge of local conditions which are 
essential to successful trading. 


The Bank of Australasia 


(incorporated by Royal Charter 1835) Head Office: 4, Threadneedle 
Street, London, E.C.2. Tele: London Wall 2951 (G. C. Cowan, 
Manager.) Numerous Branches throughout Australia and New Zealand. 


ROYAL INSURANCE 
WORLDWIDE 
SERVICE 


is readily 


AT YOUR SERVICE 


in the satisfactory 
arrangement of your 
insurances 


ROYAL |} 
INSURANCE / 
, Com PANY) 


Head Offices: 
1 North John St., 24 28 Lombard St., 
Liverpool, 2 London, E.C.3. 
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ENGLISH, SCOTTISH 


SIR FREDERICK W. 


BANK 


YOUNG’S REVIEW 





-Fourth Ordinary General Meet- 
was held on November 
E.C.3 


smofra 
hat ment 

be made o he gre regret with 
epted the resignation of 
| Marr Ward, 
)40 His able 
affairs of this bank since 
he was appointed 
chairman, is reflected by the considerable pro- 
gress hieved during that period. His 
colleagues on the board are appreciative of the 
fact that he has agreed to continue as a director. 


which 
board of rector 
thei 
with 
administration 


October 25, 


former chairman, Mr. Sidne 


from August 31, 1 
»f the 


{t t 
Cle t 


1937, when 


Your directors have done me the honour of 
appointing me to the chairmanship, and I re- 
gret that it is not possible for me to be present 
at the annual general meeting, as I shall have 
already left for Australia 


The period since our last meeting covers the 
first stage the of Australia’s 
economy to a peace-time basis. It is estimated 
that of a total of 600,000 men and women in 
the armed in August, 1945, 500,000 
have now been discharged 


ot conversion 


Services 


trade is at a high level, but 


Oversea y 
greatel 


price 
indices in the 
price of imported goods, compared with that 
The latest figures show 
of 100 for the average of three 
exports stand at a level 


show a considerably rise 


of exports ivailable 
that 
pre 


ol 


on a base 


war " price 
156 and imports at 207. 


INDEBTEDNESS 


of the to 


[00,000,000 and 


REDUCED 
Australia to date is 


this finance 
to 


FORI 
Tl e 
nearly 


ol 


IGN 


cost War 
was 
borrow- 


been 


recourse oversea 


iness 


tained without 


foreign indebte has 


last five vears by 


+ 7,000,000 


is of maturing loans in London 
| interest have 


iower rates of 


the annual ¢ ot servicing 


Debt I 
raen 


ixation continues 


stry, as com- 
assess t igh rates 
hat the 
Federal 


of relief 


<IMARY PR 


be greater at approximately 3,000,000 bales 
than the 1945-46 figure of 2,865,000 bales. 


he wheat harvest for 1945-46 approximated 
to hels and early estimates for 
1940-47 ¢ a tentative figure of 120,000,000 
bushels. It is to note that the 
export price of wheat has risen from 2s. 114d. 
at December, 1939, to 11s. at September, 1946 


Althou 1 that five years will 
»quired to make good the loss from drought 
conversion to beef in dairy cattle, butter 
heese production continues at a high level, 

ut the industry has well in mind the possible 
of competition from synthetic butter 


and cheese 


I $2,000 00 bu 
yuote 


of interest 


xh it is considere¢ 


etiect 


EXCEPTIONALLY STRONG LIQUID 
POSITION 

Upon July 1, 1946, the whole of the out- 
standing perpetual stocks were redeemed, and 
thus this liability has been eliminated from the 
balance-sheet. Nevertheless, the liquid 
position of the bank still remains exceptionally 
strong. During the year under review deposits, 
current accounts, &c., have increased by 
£8,700,000 to a total of £62,292,000. This in- 
crease reflects active business conditions and I 
think that it is true to say that industry 
generally has emerged from the war in a very 
liquid condition. The reconversion to civilian 
production will create a demand for finance 
and this trend is already reflected in an increase 
in advances of £3,885,000 to a total of 
#19,265,000. Other major variations in the 
balance-sheet items are increases of {2,852,000 
in the special deposit account with the Com- 
monwealth Bank and £3,191,000 in invest- 
ments. 


The balance-sheet totals amount to 
£68,792,000, representing an increase during 
the year of £7,494,000. 

Turning to the profit and loss account, the 
main variations are an increase in the gross 
profit of £144,600, which reflects increased 
business; on the other hand, expenses of 
management have increased by £103,000, 
which is due to increased salaries occasioned by 
the return of staff from the services. The net 
profit after taxation has risen by £29,900 and 
the proposed final dividend, together with the 
interim dividend already paid, after deduction 
of tax, approximates to the net distribution 
received by shareholders prior to the reduction 
in 1942 occasioned by war conditions. 


I am sure that the shareholders will wish me 
their appreciation of the excellent 
by the statf and executive during a 

h has very considerable 
ion of the result of the 
» from war-time to peace-time conditions. 


to 
WOrTK 


express 
lone 
shown a 


business 


as a 


report and accounts were unanimously 








TO BANK MANAGERS 
Please consult us—we have been established since 
1772 — regarding your customers’ JEWELLERY & 
SILVER. We will gladly advise you free of charge. 


SPINK & SON, LID. 


os 5,6 and 7 King Street, Tel.: WHItehall 6275 
H.M. The King St. James’s, LONDON, S.W.1 4 lines 


ADMINISTRATION, RECEIVERSHIP & 


FIDELITY BONDS, TRUSTEESHIPS, &c. 
THE BRITISHLAW ||| /4\ WE |2 
INSURANCE CO., LTD. 


31 & 32, KING STREET, CHEAPSIDE, €.C.2. 


The Largest British 


ALL CLASSES 


FIRE AND ACCIDENT BUSINESS Mutual Life Office 
mi ean ag Mg nga 


Telegrams : ‘‘Britlaw,’’ Cent., London. Assets Exceed 


£165,000,000 


COMPANY 


SERVICK AUSTRALIAN MUTUAL 
1863-1946 PROVIDENT SOCIETY 


Company Registration Agents (Established 1849 in Australia) 


JORDAN & SONS, 73-76 KING WILLIAM STREET, 


Limited 
L , E.C. 
116 Chancery Lane, W.C.2 CUSER, 8.04 


A. M. BONNER, ee oe 


30 LIME ST. ge 
LONDON, £.C.3 Mansion House 
0794 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND DATING MACHINES, COMPANY { 


SELF-INKING PADS A Speciality SEALS, GENBRAL ENGRAVERS 





BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
INCORPORATED BY LAW IN 1927 
HOLDER OF EXCLUSIVE RIGHT OF NOTE ISSUE 


CAPITAL FULLY PAID - « - »  Rials 300,000,000.— 
RESERVES (BANKING DEPARTMENT) - «#  Rials 680,000,000.— 


RESERVE (ISSUE DEPARTMENT) - ~~ ~ Rials 1,000,000,000.— 
Governor and Chairman of the Executive Board: ABOL HASSAN EBTEHAJ 


Head Office: TEHRAN, IRAN (Persia). 
147 Branches and Agencies throughout Iran. 


London Correspondents : Bank of England. 
Midland Bank Limited. 
Lloyds Bank Limited. 
National Provincial Bank Limited. 
Barclays Bank (Dominion, Colonial and Overseas). 
Martins Bank Limited. 
The Chase National Bank of the City of New York. 
New York Correspondents : tae Reserve Bank of New York. 
Trust Company. 
The hase National Bank of the City of New York. 
uaranty Trust Company of New York. 
Bank of the Manhattan Company. 
Chemical Bank and Trust a 
American Express Compan 
National City Bank of Rew’ York. 
Bankers Trust Company. 
Brown Brothers, Harriman and Company, New York. 
The Bank, through its Banking Department, offers complete bastion ¢ service for Foreign Exchange trens- 
actions, provides special facilities for Documentary Credits, etc., and its numerous Branches in Iran deals 
with every description of banking business. 


ADMINISTERS NATIONAL SAVINGS. 


THE 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(INCORPORATED IN THE CoLony or Honckonc) 


CAPITAL ISSUED AND FULLY PAID UP $20,000,000 
RESERVE FUNDS STERLING is ..  £7,125,000 
RESERVE LIABILITY OF MEMBERS .. $20,000,000 


Head Office - “ HONGKONG 
Lonpon Orrice - 9 Gracecuurcu Street, E.C.3. 
Chief Manager - Tue Honourasce Mr. A. MORSE, C.B.E. 


Branches & Agencies throughout India and the Far East, &c. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 


g, Gracechurch Street, E.C.3, a company incorporated in England, and an 
affiliate of The Hongkong and Shanghai Banking Corporation, is prepared 
to act as Executor and Trustee in approved cases. 


Full particulars may be had on application 


PRINTED IN GREAT BRITAIN BY F. J. PARSONS, LTD., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C.2, AND 
HASTINGS, AND PUBLISHED MONTHLY BY THE BANKER LIMITED, 72 COLEMAN STREET, LONDON, &.C.23 





